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and balances again remained unlent at the end of the 
day. The extreme ease and inordinately low rates con- 
tinued on Tuesday, but on that day it was decided that 
action was needed to make money less plentiful, and 
special sales of March bills at 4} per cent. were reported. 
At first it appeared that these were having no effect, but 
by Wednesday afternoon money had become more usable, 
and the rate for new money ran up to 34 and in places to 
4 per cent., while renewals were also effected at 4 per 
cent. On Thursday, calling was in evidence for the first 
time this week, and money was distinctly more usable at 
4-44 per cent. Market opinion was inclined to think that 
the corner had been turned, and that, despite excess 
Treasury bill maturities and Government dividend pay- 
ments next week, the era of very cheap money had passed. 


7 . * * 


Once more the top was cut off the maximum offer of 
Treasury bills, for while the offer was originally for £30 
millions, only £26 millions were allotted. Applications 
amounted to £40 millions, and this week the market were 
more on their guard lest they should partially miss the 
tender, and so the average rate fell from £4 17s. 11.5d. to 
£4 14s. 6.63d. per cent. Discount rates have sagged in 
sympathy with the lower Treasury bill tender rate, the 
abundance of money, and the strength of sterling as 
evidenced by the successful repayment of the Bank of 
England’s credits without resource to the Bank’s gold 
reserves. The rate on ‘* hot ’’ Treasury bills is reported 
to have fallen at one time to as low as 4} per cent., and 
first-class three-months’ bank bills were dealt in at 43 per 
cent. or even lower rates. German “‘ renewals ’’ were 
quoted at 5} per cent. The clearing banks were buyers of 
March bills at 44 and 4§ per cent. and Februaries at 4% 
and 4} per cent., and there was a keen demand for bills 
of all maturities. Discount rates were firmer on Thurs- 
day, with *‘ hot ’’ Treasuries quoted at 41s per cent. 


* * * * 


The Bank return records a further small contraction in 
the note circulation, but for this week it was one of only 
£2.0 millions, and as the circulation is now down to 
£345.9 millions, it is clear that the New Year contraction 
is now at anend. The Reserve has risen by £2.0 millions 
and now stands at £49.9 millions, against £26.2 millions 
at the peak of the Christmas note circulation. Allowing 
for transfers of Government and Other Securities between 
the Issue and Banking Departments, there has been a 
net contraction of £5.4 millions in Government Securities 
and of £4.4 millions in Other Securities. Part of the 
former contraction probably represents maturities of 
Treasury bills held by the Bank, but the Bank has also 
been selling bills on the open market, and that helps to 
explain the shrinkage in these items. Discounts and 
Advances are lower by £1.1 millions. Among the Bank’s 
liabilities, Public Deposits have been reduced by £5.5 
millions. Here the rapid reduction of the volume of out- 
standing Treasury bills is pulling against the influx of 
revenue, and the position is further complicated by the 
fact that tax collections are first deposited with the joint- 
stock banks and only transferred to the Treasury’s ac- 
‘count with the Bank of England at a later date. Bankers’ 
Deposits have fallen by £3.1 millions. 




















Jan. 7, | Jan. 14,| Jan. 21, | san. 28,| Previous Rate 
1932. | 1932. | 1932. | 1932. | and Date Changed. 
% % % % \% 
ee 6 6 6 6 44(Sept.21,’31) 
Banks’ Deposit Rate.. a 4 4 4 |23(Sept.21,’31) 
Discount Call ets 4 4 4 4 24(Sept.21,’31) 
Houses | Notice ... 4} 4} 4} 4} |23(Sept.21,’31) 
Market rate (3 months’ 
RID * sndekapasessonics 58-6 | 53-% | 5}-} 4-51) 
* 7 . * 


The December averages of the nine English clearing 
banks reflect both the War Loan dividend payments early 
in the month and the preparations for the end of the year. 


causes. 
a greater effect than usual owing to the fact that it was 
not so freely reinvested as in previous years. 
the 
Christmas note expansion, which meant that the public 


































December,| September,| October, | November,| Decem 
1930. 1931. 1931. 1931. 1931. 
Capital and reserves.......... 132-2 132-1 132-1 132-1 10-0 
ACCOPLANCES .....00eseereeees 117-4 118-3 111-2 102-5 102-1 
Deposits (inclu: 
vided profits, &c.)......... 1,839-1 1,675-7 1,687-8 1,670-4 1,700-5 
cataienceeinnnanedl il aaianiaiitiasan 
Total liabilities ......... 2,088 -7 1,926-1 1,931-1 1,905-0 1,932-6 
» notes, balance at 
bank, and cheques in 
course of collection ...... 262-0 218-2 223-5 221- 237-1 
Money at call.........cecessees 140-6 104-2 111-7 106-6 116-6 
Investments ......sececereeee 295-7 313-4 313-0 309-0 5-9 
DIRESUED ccocccccsccccccesccns 319-7 234-5 235-0 238°2 244-1 
Loans and advances.......... 912-2 895-0 894-4 884-6 884-0 
Cover for accept., premises, 
ID. ccccnncccncessscocncncnses 158-5 160-8 153-5 145-3 144-9 
Total assete ............. 2,088-7 1,926-1 1,931-1 1,905 -0 1,932-6 


The increase in deposits over November is due to several 
First comes the War Loan dividend, which had 


Next came 
relative curtailment of Christmas trade and the 
drew less money than usual out of the banks. The expan- 
sion in the banks’ cash reflects probably the release of 


the War Loan dividend, whose effects are spread over the 
first few weeks of the month, rather than the year-end 
making-up, which affected only one day of the month, and 
this suggestion is confirmed by the corresponding increase 
in call money. 
continued purchasing by the banks of end-December 
maturities, and it will be natural to look for a contraction 
in January. The remaining items call for little comment. 


The increase in discounts may reflect the 


* ae * * 


No further reductions have occurred in New York money 


rates, and call money is still quoted at 24 per cent., and 
90-day bankers’ acceptances at 3-2] per cent. 
other hand there is a definite impression that easier money 
conditions are favoured by the Government as the counter- 
part to the establishment of the Reconstruction Finance 


On the 


Corporation, and while too much significance should not be 
attached to the move, the Richmond and Dallas Reserve 


Banks have this week reduced their rediscount rates from 
4 to 34 per cent. 


This now brings all the twelve Reserve 
Banks into line with New York, while it is very common 
for rediscount rates in the interior to be above the New 


York level. Gold imports for the week ended January 20th 


totalled $8.3 millions, mainly from Latin America. Ex- 
ports came to $36.3 millions, of which $24.2 millions went 
to France and $8.2 millions to Belgium. Earmarkings on 
foreign account were reduced by $16.1 millions. 
+ * * om 

Quiet but steady trading characterised the foreign 
exchange market this week, with sterling showing 4 
decidedly firmer tendency. New York moved in our favour 
by 4 to 3.47. Montreal went to 4.00, against 4.02 last week. 
Paris was unchanged on balance at 884, and Brussels 
gained 4 at 243. Milan weakened from 68} to 694, and 
Madrid lost } at 41.50. Amsterdam was little changed on 
balance at 8%, while Berlin was a trifle weaker at 144}. 
Switzerland remained unmoved at 17.75. The Scandi- 
navian exchanges tended to move at one time in our 
favour, but were not much changed on balance. The South 
American exchanges are still largely nominal in the absence 
of normal trading, Rio being unchanged at 4}d., as was 
Montevideo at 3ld., whilst Buenos Aires gained $d. at 
40d. In the Far East the rupee was firm at 1s. 6.4;d., 
but the yen lost 3d. at 2s. 1d. Batavia was fractionally 
weaker at 8.70. In the forward market one month's 
dollars were less offered at 4 cent discount, three months’ 
remaining at last week’s quotation of } cent. discount. 
Paris was at slightly reduced premiums of 4 franc and 
yr franc for one and three months respectively. One 
month’s Brussels was at par and three months’ at +, belga 
premium. Three months’ Milan was weaker at 1% lire 
discount, one month’s being unchanged. Madrid was at 
1 peseta and § peseta discount. Amsterdam was firmer at 
1 cent and 8 cents discount. No quotation was available 
for Berlin, and Switzerland was unchanged at +s franc 
and 34 franc premium. Silver prices advanced by $d. for 
cash and 4d. for forward to 19,4,d. and 194d. respectively: 
Hong Kong and Shanghai silver exchanges were higher 10 
sympathy, both gaining 4d. at 1s. 54d. and 1s. 1034. 
respectively. 
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THE FISCAL FOG. 


Since the official announcement, a week ago, that the 
Cabinet had been unable to reach unanimity on proposals 
to implement the recommendations of its Committee on 
the Balance of Trade, and that a minority of the Ministers 
were, With the Cabinet’s consent, to be at liberty to oppose 
by speech and vote the majority’s chosen policy, much fine 
fury has been expended in attacking and (less vehemently) 
defending this innovation in Ministerial practice. 
Precedents have been invoked and challenged; Lord 
Melbourne’s famous dictum has been made to work over- 
time; the Crisis and the Constitution, like Tweedledum 
and Tweedledee, have been set to fight each other might 
and main. ‘The situation obviously lent itself to drama- 
tisation—be it by way of ironic comedy or high falutin’ 
rhetoric concerning ‘* larger loyalties ’’—and the Govern- 
ment’s friends and foes alike have made full use of their 
opportunities. 

Into this constitutional controversy we do not propose 
toenter deeply. The British Constitution is an essentially 
flexible instrument of Government, and can stand the 
shock of a good many innovations and experiments without 
cracking. Theorising as to the nice application of the 
doctrine of undivided Cabinet responsibility may well await 
a less critical juncture in the nation’s affairs. Our concern 
and, we believe, the concern of the great majority of the 
electorate, irrespective of party, is rather to apply to the 
decision of the dissentient Ministers the pragmatic test : 
is their continued participation in the ‘‘ National ”’ 
Government to the public interest ? 

In asking this question, we make the not unreasonable 
assumption that Sir Herbert Samuel and his fellow “* dis- 
senters ’’ intend, so far as in them lies, to make the 
agreed procedure ‘‘ work.’’ Patently, if polemics against 
the Cabinet’s policy were to be delivered by the Home 
Secretary in the House, or active opposition mobilised by 
him against the Government in the constituencies, the 
experiment would break down forthwith. A reasoned 
statement of the grounds of their dissent is all that cireum- 
stances can, in practice, allow the minority Ministers; and 
to this extent they recognise, we presume, that they have 
forfeited the complete liberty of action which their 
resignations would have secured. 

The real issues, then, are (1) why did they not resign? 
and (2) what good will come of their retention of Minis- 
terial responsibility? In both cases, we suggest, judgment 
must be reserved until the Government’s statement of 
“majority ’’ trade policy is announced next week. For 
by the character of that statement—if it is candid and pre- 
cise, as the nation is entitled to expect—Sir Herbert 
Samuel’s apologia will be vindicated or condemned. 

Let us briefly recall his arguments. The proposals 
which a majority of the Cabinet favoured for dealing with 
the balance of trade by fiscal measures were not endorsed 
by Lord Snowden, Sir Donald Maclean, Sir Archibald 
Sinclair, or himself. They considered that a ease had not 
been established for such proposals, and that ‘‘ they were 
open to grave objections in the national interests.’’ On 
the other hand, there was no disagreement in the Cabinet 
over other issues—such as disarmament, reparations, 
currency, India and national economy—and resignations 
would have placed the Prime Minister in an embarrassing 


Position. In short, Sir Herbert Samuel’s implication is 
that Mr MacDonald, since ‘‘ another Dissolution of 


Parliament could not be justified by the present circum- 
stances,’’ would either have resigned (perhaps involving 
Mr Baldwin and other ‘‘ moderates ”’ in his fall?) or have 
continued uneasily to ride a tiger now of unmitigated Tory 
temper. ‘‘ Any change of Government that is now prac- 
ticable,”” declared the Home Secretary to the Press, 

would not weaken, but strengthen, the tendencies to 
which we take exception.” 

There is, ceteris non obstantibus, an undeniable element 
of Jesuitry in Sir Herbert's attitude. After all, fiscal 
Policy is not a side-issue, but a question which, in the 
Present economic crisis, is fundamental. If the forth- 


coming measures are really ‘‘ open to grave objections in 
the national interest,’’ but are none the less to be enforced 
by the majority vote of the Cabinet, we are not greatly 
impressed by the argument that the present Ministry 
should be kept intact lest even worse ‘* tendencies ’’ pre- 
vail. (It resembles too much a plea that ‘‘ good 
Germans ’’ should vote Communist in order to defeat 
Hitlerism.) Nor is there much to be said for papering the 
cracks in the facade of a ‘* National ’’ Government, if, in 
fact, the real basis for coalition between Conservative and 
Liberal Ministers has disappeared. 

The question is, has it disappeared, and, if so, why? We 
repeat: no satisfactory answer can be given until Parlia- 
ment meets and the fiscal cards are on the table. All 
that the country has to go on, so far, is the unofficial, 
though generally accepted statement, given wide publicity 
in this week’s Press, that it is proposed to supplement 
the Abnormal Importation Duties, already imposed under 
Mr Runciman’s egis, by a 10 per cent. ad valorem duty 
on a wide range of imports, including, apparently, most 
foodstuffs. There are rumours, too, of a Tariff Commis- 
sion; but whether this is to be a mere puppet-show to 
amuse Lord Beaverbrook, a serious attempt to study tariff 
possibilities—and this would be at least a year’s work—or, 
as has also been suggested, an indecent device for foisting 
some travesty of ‘* scientific ’’ tariff-making on to next 
April’s Budget, the public have yet no means of knowing. 

In these circumstances, we suggest, the fullest and 
frankest possible erposé is required, not merely of the 
immediate results which the majority of the Cabinet hope 
to secure by their Bill, but of the ultimate economic objec- 
tives which they have in view. Indeed, if such an explana- 
tion be not forthcoming, the dissentient Ministers will run 
the risk of being involved in a common discredit unless 
they force a candid disclosure. For in the present critical 
emergency there is only one thing that matters absolutely 
and without qualification in the attitude of statesmen to 
fiscal policy: is the aim self-preservation from the imme- 
diate storm and the attainment thereafter of the maximum 
expansion of free, international trade? Or is the anni- 
hilation of imports sought as a thing ‘‘ good in itself *’? 

We do not profess ability to diagnose the present atti- 
tude to these questions of either the majority of the 
Cabinet or of the generality of more thoughtful Conserva- 
tives. The Abnormal Importation Duties, in which the 
Free Traders in the Cabinet acquiesced, can in no sense 
be regarded as indicative of permanent fiscal policy. The 
coming 10 per cent. tariff is not conclusive evidence— 
though the edge of a slippery slope is nearer—of a 
definitely mercantilist attitude. It is conceivable that the 
intention is to use such a tariff as a base from which to 
negotiate reciprocal agreements with as many countries 
as are willing to enter, with Great Britain, a large 
economic bloc of countries with free trade or at most low 
fiseal duties on their mutual trade—a policy which 
need not exclude the joint use of discriminatory duties 
against non-participants. If this be so—and some colour 
is lent to this interpretation by indications that erstwhile 
Protectionists in the Conservative ranks are becoming 
genuinely alarmed by the object lesson of the effects of 
import restriction on the Continent and elsewhere—it 
would clearly weaken the case for the Free Trade 
Ministers’ dissent from the majority’s policy. For though 
opinions may differ as to the merits of the means, the end 
is one desired by every Free Trader; and, in the excep- 
tional cireumstances of the crisis, some latitude for experi- 
ments may fairly be allowed. Have the “‘ dissenters ”’ 
sought and been unable to secure assurances on the 
ultimate objective’? 

That these speculations as to motives and intentions 
should force themselves on the mind, as they do, illus- 
trates the confusion of thought which is befogging the 
whole fiscal issue in this country. Until ultimate aims 
are stated without ambiguity, the confusion is likely to 
continue; and if the dissentient Ministers decided to dis- 
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sociate themselves from the majority of their colleagues 
simply in order to ensure that the objectives of the Govern- 
ment should be clearly defined in Parliament, they did 
well. It would be an outrage on the electorate to plant 
a policy of progressive Protection on British trade under 
guise of ‘‘ revenue duties,’’ or on an insincere plea of 
‘** bargaining ’’ necessity, or danger to the pound. The 
Government's conception of trade policy, not only during 
the crisis, but afterwards, requires urgent definition. If it 
prove to be the case that the majority of the Cabinet are 
intent—despite the spectacle of European paralysis in the 
fetters of import contraction—on endeavouring to sup- 
press, not encourage, our foreign trade, then the con- 
tinuance of the Government in its present form will violate 
every canon of political honesty. 





THE WORLD DISARMAMENT CONFERENCE. 


Tue Conference which is to meet at Geneva next Tuesday, 


under the chairmanship of Mr Arthur Henderson will be 


more nearly representative of the nations of the world than 


any conference that has ever yet assembled. Its official 
title is ‘‘ The First General Conference for the Limitation 
and Reduction of Armaments ’’; and all the words in the 
title are significant. The task which it is the business of 
the Conference to undertake is exceptionally difficult and 
exceptionally urgent. It is recognised, accordingly, that if 
a first attempt fails, or if it produces results which are 
good as far as they go but do not go far enough, the effort 
must be maintained and further World Disarmament Con- 
ferences called—always supposing that the political situa- 
tion of the world, and particularly the situation which will 
arise if the First Disarmament Conference is a fiasco, still 
leaves open the possibility of reducing armaments by the 


leisurely tactics of attrition. 


As for the difficulty of securing a limitation and reduc- 
tion of armaments through an agreement between the 
armed Governments, it is manifestly greater to-day than 
The difficulty is inherent in certain 
features—all recent, but all now fundamental—in the 
constitution of modern society. These features are our 
latter-day democracy, our latter-day organising power, and 
our latter-day command over the tremendous forces of 
physical nature. Before these recent developments—in 
the generation, for example, of Frederick the Great— 
armaments almost automatically limited themselves. In 
an age when war was still *‘ the sport of Kings,’’ and had 
not yet become the deadly earnest of nations, a king could 
not safely take from his subjects more than a trifling toll 
of their blood and treasure for the sake of a destructive 
hobby in which the people who had to pay the bill felt 
little or no personal concern. The situation has been 
revolutionised by a century and a-half of ‘‘ progress.’’ The 
French Revolution brought the levée en masse; the 
Industrial Revolution (a British achievement) has done 
the rest. The two revolutions, between them, have trans- 
formed ‘* la Guerre ’’ into ‘‘ la Guerre Totale.’’ The motto 
of the modern General Staff is ‘‘ Nihil humanum a me 
alienum puto ’’; and what this means in cold fact for men, 
women and children may be realised by a study of the 
French ‘* Law for the Mobilisation of the National 

Xesources in Time of War,’’ which was passed in 1928. It 
is impossible to read this law without being shocked—not, 
be it said, at the conduct of the French Parliament in 
passing such a law in the situation of the world as it is. 
(The French were merely looking the existing facts in the 
face and making their preparations accordingly.) What 
is shocking is the situation itself; and it is against this 
appalling background that the World Disarmament 


it has ever been. 


Conference is meeting next week. 


In the foreground there are other elements which are 
important because they loom large here and now. For 
example, there is the inequality of armaments-power 
between the ex-victorious and the ex-vanquished States 
in the war of 1914-18—an inequality which is the 
product of the peace treaties. The whole soul of the 
German people is now set upon recovering equality of 
national status with the other leading peoples of the 
world; and this national state of mind has governed the 
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policy of the German delegates on the Preparatory Com. 
mission for the Disarmament Conference, which was at 
work off and on during five years ending in December, 
1930. The German point of view is shared to a consider. 
able extent by the Italians and the Russians; and an 
ominous feature of the First Session of the Preparatory 
Commission was a marked tendency for the Powers to 
divide into two opposing camps, with Germany, Italy and 
Russia on one side, France and her Continental European 
military allies on the other, and Great Britain among the 
neutrals. 

The Franco-Italian, as well as the Franco-German feud, 
bears closely upon the prospects of the Disarmament Con- 
ference. The Franco-Italian rivalry in land-power on the 
Continent is reflected in a Franco-Italian naval competi- 
tion in the Western Mediterranean; and this affects the 
naval position of the British Empire. If French and 
Italian naval armaments increase beyond a certain point, 
Great Britain may feel obliged to take advantage of the 
‘* escalator clause ’’ in the London Naval Treaty of 1930; 
and that might undo the comprehensive naval limitation 
agreement between the three ‘‘ Oceanic ’’ naval Powers— 
the British Empire, the United States and Japan—which 
has been provisionally achieved. This three-Power naval 
limitation agreement is vitally important because it offers 
a secure framework for dealing with the outstanding 
problem of European armaments on land. But if the 
Oceanic naval limitation agreement were to break down, 
the whole problem of disarmament would be thrown back 
into the melting-pot. 

At this moment a tremendous strain is being put upon 
the three-Power naval agreement of 1930 by the action 
of Japan in the Far East. The essential facts, first, that 
Japan is employing armed force on the territory, and 
against the citizens of another Power as an instrument of 
national policy and, secondly, that neither the Covenant 
of the League nor the Kellogg Pact have availed to restrict 
her, lend formidable support to the fatal argument that 
the only true security lies in a decisive superiority of 
armaments. 

The World Disarmament Conference will have before 
it the Draft Convention, roughed out by the Pre- 
paratory Commission, which has been on the stocks 
since 1927. To quote the concise and carefully-weighed 
words of the pamphlet published by the Information 
Section of the League of Nations Secretariat, ‘‘ the Draft 
Convention is not an agreed document, but represents the 
nearest approach to agreement which the Preparatory 
Commission was able to reach.’’ Moreover, ‘“* it pre- 
scribes ’’ only ‘* the ways and means; it does not pre- 
scribe figures.’’ Thus the work of the Preparatory Com- 
mission has led up to, but not got over, the real difficul- 
ties; and it is the task of the Conference now to tackle 
them. The magnitude of the task is brought out by 4 
comparison between the contents of the Convention and 
the outstanding controversies. 

‘* Described briefly, the Convention opens with 4 
general article in which States agree to limit, and as far 
as possible to reduce, their respective armaments in 
accordance with its terms. It provides for the limitation 
of effectives in time of peace and the limitation of the 
period of service in conscript armies; indirect limitation 
of land material by means of a limitation of expenditure; 
the direct limitation by tonnage and gun-calibre of naval 
material; the limitation of expenditure on material for 
naval armaments; the limitation of the total number, 
horse-power and volume for dirigibles; the limitation of 
the total number and horse-power of aeroplanes; and the 
limitation of total annual expenditure on land, sea and 
air armed forces and formations organised on a military 
basis. It provides for publicity and exchange of informa- 
tion, for the prohibition of the use of chemical arms, for 
the creation of a Permanent Disarmament Commission, 
and for procedure regarding complaints.’’ 


The main outstanding controversies are whether trained 
reserves should be included in the limitation of personnel; 
whether war material for land forces should be limited 
directly by numbers and weight, by annual expenditure, 
or by some combination of these methods; and whether 
the provisions of previous treaties (e.g., the Versailles 
Treaty) in which certain States (e.g., Germany) have 
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agreed to limit their land, sea and air armaments are or 
are not to stand as they are, whatever the definitive terms 
of the Disarmament Conference may be. 

Clearly, then, the Chairman of the Disarmament Con- 
Conference, Mr Arthur Henderson, has a labour of Hercules 
to perform. But he will have one potent factor working 
on his side, which does not appear on his agenda, and 
that is the rapidly growing urgency of the need to sur- 
mount the world economic crisis. The economic crisis 
cannot be surmounted without a restoration of financial 
credit; financial credit cannot be restored without the 
establishment of political security; and political security 
cannot be established without a reduction of armaments. 
This is a powerful chain. 





THE BANKERS AND GERMANY. 


Tue Report of the Foreign Creditors’ Standstill Com- 
mittee announcing the conclusion of an agreement, which 
we publish in summarised form in later columns, between 
the foreign banks which have extended short-term credits 
to Germany and the German Committee representing the 
debtor interests, is at pains to emphasise the Committee's 
recognition that their work can constitute no permanent 
solution of Germany’s financial crisis. ‘‘ The credit 
problem,’’ it observes, ‘‘ is not solved when reluctant 
creditors agree to prolong credits out of consideration for 
the debtor who is embarrassed and out of consideration 
ior the general economic situation of the world in which 
the debtor occupies a vitally important place. The credit 
problem is solved when the creditors cheerfully and con- 
fidently continue credits which they might withdraw at 
their own convenience.’’ Obviously, under existing 
political circumstances no such solution was attainable 
by means of international banking co-operation, no matter 
how close and well-concerted. 

With the problem of Germany’s future reparation 
obligations still unsolved, and with no arrangements yet 
made for a conference of Governments on the question, 
Germany’s banking creditors could do no more than con- 
clude an arrangement of a contingent character and for a 
limited period of time. The existing Standstill Agreement 
8 therefore prolonged only for twelve months, and pro- 
vision is made whereby the creditors may terminate the 
‘rangement if the rediscount credits granted to the 
Reichsbank by the B.I.S. and the three leading central 
anks are withdrawn, or if other international develop- 
ments materially endanger the Stillhalte plan. Neverthe- 
less, the essential feature of the new scheme is its recog- 
nition that if world impoverishment and collapse are to 
be avoided, the aim of international banking must be not 
‘general liquidation of the credit system, on whose basis 
the world’s present economic structure has developed, but 
the maintenance and re-establishment of credits at a level 
Permitting and facilitating economic recovery. 

The Committee have decided that it is essential in the 
‘reditors’ interests not to weaken the structure of Ger- 
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many further by any immediate repayments, but to allow, 
for the time being, German recuperative powers to work 
to strengthen it. Germany’s short-term debts, they 
observe, represent funds which were used for business pur- 
poses and which on the whole were soundly used. That 
the credits were for the most part carefully given and re- 
present strong names is demonstrated by the magnitude 
of repayments already made, amounting to 5 milliard 
marks, since the autumn of 1930. This abnormal rate of 
repayment forced by the crisis has weakened the Reichs- 
bank and the whole credit structure and has affected 
German liquidity. Hence the Committee have aimed at 
a flexible plan to permit further repayments on stand- 
still account when and as the transfer facilities of the 
Reichsbank permit. Credit lines, in the first instance, are 
to be reduced by 10 per cent., a reduction which will occa- 
sion no demands on the Reichsbank for exchange. There- 
after, instead of a fixed schedule of repayments, the future 
determination of what can be repaid is left to an advisory 
committee representative of the creditors who will from 
time to time consult with the German authorities. The 
German Government is creating a Committee for Foreign 
Debts to exercise, under the authority of the Government 
and the Reichsbank, a general control over all payments 
in respect of all German external indebtedness whether 
within or without the Standstill Agreement. 

These arrangements, which have clearly an air of per- 
manency, are supplemented by the provision of machinery 
for the conversion at the creditors’ option of the cash 
advances to German banks into ten-year notes bearing 
interest at 6 per cent., and there are numerous other minor 
modifications of the original Stillhalte scheme, including 
a provision whereby, subject to certain very necessary 
restrictions, unsecured cash advances may be converted 
into ‘* blocked ’’ investments in Germany. But, as we 
have said, the really important feature of the agreement 
is the bankers’ display of determination not primarily to 
devise machinery for an orderly ‘‘ get-out ’’ from their 
German commitments, but to justify the claim which they 
make that they are doing all that is possible to ensure that 
Germany shall have a period of recuperation. 

Will Germany’s recuperative powers, to whose magni- 
tude the Committee pay proper tribute, have a chance to 
work effectively? The answer to this question, say the 
Committee, depends on ‘‘ positive action by Governments 
and peoples in the sphere of international co-operation.”’ 
Reviewing the present stage of the crisis, the Committee 
cogently observe that with international trade obstructed 
by growing tariff barriers and with the nations of the world 
contending ‘‘ each for a disproportionate share of a dwind- 
ling world trade,’’ Germany’s ability to maintain the large 
export surplus which she has recently created is being 
progressively restricted. Her international liabilities can- 
not be liquidated in gold, and though international pay- 
ments may be made by borrowing from a new creditor to 
pay off an old one, Germany cannot now find new 
creditors. 


‘“‘ The all-important thing is to restore the basis of credit. It is 
obvious that a settlement of Germany’s international payments, 
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which are now under discussion between the Governments, is a 
vital element in this problem, as indeed are the inter-allied debts, 
which are in intimate economic connection with them. But these 
questions, though they profoundly affect private credit, cannot be 
solved by bankers. The Committee can only repeat that they en- 
dorse all that has been said by both Basle Committees on these 
problems. ... The present extreme crisis must bring home to all 
per of the world the fact that all countries grow poor together. 

he obverse is as true. All countries grow rich together. A 


lightening of burdens and a greater freedom of trade, enriching one 
country, will enrich all.’’ 


This plea that the statesmen should work for a final 
settlement of the reparations and war debts problem finds 
powerful backing in the speeches delivered by the chair- 
men of the great British banks this week. Thus, Mr 
McKenna, at the Midland Bank meeting, emphasised 
that though the Hoover moratorium marked a great 
advance towards the fuller appreciation of the vital effects 
of reparations and war debts on all countries, ‘‘ the world 
can never attain the level of prosperity justified by its 
own productive powers until this unhappy chapter of 
post-war history is finally closed.’’ Again, addressing the 
shareholders of the Westminster Bank, Mr Rupert 
Beckett stated roundly that in the cancellation of war 
debts ‘‘ lies our only hope ’’ of breaking the vicious circle 
of increasing depression and national economic isolation. 
In fact, from every leader of the banking world comes an 
exhortation to Governments to make their essential contri- 
bution to the groundwork on which confidence can be re- 
built. If they will listen and act accordingly, the great 
recuperative powers, not only of Germany, but of the 
world as a whole, may yet be brought into play with rapid 
effect—though it is as well to bear in mind that the 
elimination of insupportable inter-governmental indebted- 
ness would still leave to be faced the enormous problems 
represented by the increase in the burden of commercial 
indebtedness created by the price fall of the past five 
years. But if the first approach to the world’s insistent 
economic problems is obstructed by policies of delay and 
of refusal to face facts, by insistence on barren “‘ rights ”’ 
which cannot be enforced, or by animosities which prefer 
revenge to co-operation, there is no magic in the hands of 
bankers which will suffice to save civilisation from 

destruction at the hands of its Governments. 



































BRITISH BANKING RESULTS. 


Bap trade, falling commodity prices, and the general con- 
traction of credit due to gold losses combined, last year, 
to reduce the resources of the big British banks, and, with 
low money rates in force until July, it is not surprising 
that the banks’ earnings show a substantial falling off in 
comparison with previous years. Precisely how great the 
decline was it is impossible to say, for it is not known how 
great were the economies effected in administration 
expenses, while the banks invariably make large appro- 
priations to reserves for bad and doubtful debts, to con- 
tingencies, and to other inner reserves before declaring 
their profits. In view of the troubles and uncertainties of 
the year it is likely that these appropriations in 1931 were 
larger than usual. 

Be that as it may, the following table compares 


declared bank profits and their allocation for the years 
1930 and 1931. 


PROFITS AND APPROPRIATIONS. 
(000’s omitted.) 


i = 5 : Other 
Net Profits. Dividend, Contingencies. Appropriations 




















1930. | 1931. | 1930. | 1931. | 1930. | 1931. | 1930. | 1931. 
£ £ £ £ £ £ £ £ 
Barclays.........00000 1,821 1,795 1,614 1,588 Nil 200 207 7 
Lioyds.... see 2,129 1,927 1,727 1,516 200 400 202 ll 
Midland ...... sa 2,319 | 2,057 1,976 1,738 Nil 320 331 1 
National Provincial] 1,931 1,747 1,706 1,517 200 Nil | 25 230 
Weatminster........ 1,822 1,602 1,314 1,185 200 250 308 167 
OS ee 794 703 666 582 150 100 22 21 
TD.“ screseseven 459 432 379 548 Nil Nil 80 84 
Manchester and 
OO” ee 171 154 164 150 Nil Nil 7 a 
Union of Man 
SE nescaseenss 146 140 76 69 Nil Nil 70 71 
Williams Deacon's 279 275 234 234 50 40* — 6 199+ 


{ 





® Includes investment depreciation account. 
+ Includes £200,000 transfer from reserve fund. 





NOMIST. (January 30, 1932. 


It should be noted that the National Provincial Bank’s 
profits and dividends include income tax at the standard 
rate. In every case a substantial decrease is recorded, and 
in most instances the directors thought it a prudent gesture 
to make a slight reduction in the dividend. Shareholders 
and others who are inclined to deplore this decision should 
contrast the present strength of the British banking 
system with the numerous banking failures and difficulties 
prevalent all over the world. It is only by their traditional 
caution, of which their present dividend policy is the latest 
example, that British bankers have through many years 
built up their present position of exceptional strength. 


One abnormal source of loss has been dealt with in an 
abnormal way, namely, the depreciation of the banks’ 
investments. Judged by the total magnitude of the banks’ 
holdings of securities, this loss is doubtless small, but it 
is large in comparison with the year’s profits, and most of 
the banks have quite justifiably regarded it as a loss which 
could properly be met by a draft on their published 
reserves. There is no ground for any criticism of this 
decision. A subsequent table shows that even after these 
drafts the banks’ reserve funds stand at an adequate 
figure, apart altogether from their undisclosed reserves. 
So far as can be foreseen, there is no reason why this loss 
should recur, and the reserve funds can be, and presum- 
ably will be, replenished in subsequent and more fortunate 
years. An improvement in the prices of British Govern- 
ment stocks, which form the bulk of the banks’ invest- 
ments, would at once provide the banks with a new 
addition to their inner reserves, for British banks never 
write up their investments when they appreciate. Finally, 
at a time when many American banks are having to obtain 
special leave not to write down their investments to 
current market values, shareholders and customers of 
British banks can rest assured that full allowance for the 
depreciation of the banks’ investments has not only been 
made, but declared to the public in the clearest possible 
way. 


The actual appropriations from reserve funds for this 
purpose, together with the banks’ reserve funds (before 
making these appropriations) and the investments to which 
they are applied, are shown below :— 


Reserve Reserve 
Fund, Appro- Fund, Invest- 
end 1930. priation. end1931l. ments. 
£000. £°000. £°000. £000. 
SEINE. ackcintdexanianver 10,000 2,500 7,500 51,327 
SS ener 14,248 2,748 11,500 42,190 
Nat. Provincial......... 9,479 1,479 8,000 32,859 
Westminster ............ 9,320 1,820 7,500 51,452 
Manchester & County 1,092 342 750 4,858 
NG so ccimmipenen 3,508 608 2,900 18,816 
Union of Manchester 675 175 500 2,756 
Williams Deacon’s ... 1,000 200 800 7,409 


While these appropriations amount to about 15 to 20 
per cent. of last year’s reserve funds—and in two cases 
to rather more—they rarely exceed 5 per cent. of the 
banks’ investments. The fact that in every case these 
appropriations reduce the banks’ published reserves to 
round figures suggests that transfers have also been made 
between inner reserves and investment depreciation 
accounts, and it is, therefore, of little advantage to make 
any comparison between these revealed appropriations, 
the size of the banks’ investments, and the fall in the 
market value of gilt-edged stocks. 





Coming now to the salient features of the balance sheets, 
as recorded in the main table at the foot of the next page, 
the first point noticeable is the general fall in deposits, 
amounting to a total figure of £155 millions. This may 
be ascribed to such factors as the year’s gold losses of £25 
millions and withdrawal of foreign funds, the contraction 
in public and private credit as shown by the years 
reduction of £26 millions in Treasury bills, the further 
contraction in the supply of commercial bills and the 
reduction of £30 millions in the total of bank advances. 
Contingent liabilities, as represented by acceptances, have 
also fallen heavily, this being due to bad trade, lower world 
prices and perhaps a certain hesitancy to draw on London 
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since the suspension of gold payments. No information is 
available as to what proportion of the banks’ acceptance 
liabilities, and also of their bill portfolios and advances, 
represent credits granted to nationals of such countries as 
Germany, Austria, Hungary and Chile, where standstill 
agreements or other restrictions on withdrawals of funds 
are in force; but in so far as acceptances are concerned, 
their total of all kinds bears so small a proportion to the 
banks’ cash and liquid assets as to remove all ground for 
anxiety. A categorical assurance to this effect was given 
by Mr Goodenough at Barclays Bank meeting. 


An aggregate fall of £38 millions in the banks’ cash 
holdings probably arises from a diminution in the quantity 
of currency held in their tills; for, so far as can be told, 
bankers’ deposits were as large on December 31, 1931, 
as a year ago. It is known that less currency was needed 
by the public last December than in December, 1930, 
and so the banks equally could operate on a smaller 
reserve. This lower currency demand enabled the Christ- 
mas season requirements to be met without recourse to an 
increase in the fiduciary note issue. 

Little can be deduced from fluctuations in call money, 
for this item represents the margin between the banks’ 
available resources and immediate needs, and, like every 
other margin, is subject to fortuitous variations. The big 
reduction in the banks’ bill portfolio arises from the repay- 
ment of Treasury bills and the shortage of commercial 
paper. The banks have had to adjust their purchases of 
bills to the dwindling supply. 

Advances are in most cases somewhat lower on the year. 
This again is the natural consequence of inactive trade 
and a lower price level. Also, the banks are more than 
ever having to exercise care and discrimination in respect 
of every individual application for accommodation, while 
it is conceivable that further and more stringent pro- 
vision for bad and doubtful debts has affected the total. 

With fewer bills available and less scope for advances, 
most of the banks have had to add to their holdings of 
securities in order to find full employment for their 
resources. This need was not altogether welcome at a 
time when even the highest grade of securities were losing 
part of their value, as the banks’ appropriations from 
their published reserves bear full witness. Still, the recent 
improvement in British Government stocks should have 
offset much of last year’s loss, and given the banks some 
addition to their inner resources. In any case, the balance 
sheets show that even in so difficult a year as 1931 the 
banks could operate without suffering any more harm than 
could easily be covered out of the great reserves built up 
through long years of traditional caution and conservatism. 
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SATURATION IN MOTOR TRANSPORT. 
(BY A CORRESPONDENT. ) 


THe resistance of motor transport to the depression con- 
tinues to be one of the most remarkable features of the 
situation in this country. The consumption of petrol for 
1931 showed a small increase, in the order of 5 per cent., 
over the figure for 1930, which itself was 9 per cent. higher 
than the pre-slump record of 1929. Registrations of 
private cars in September, the month of highest registra- 
tions, numbered 1,083,457, compared with 1,056,214 in 
September, 1930, while goods vehicles numbered 360,614, 
compared with 348,441 in 1030. Hackney vehicles, with a 
reduction of 13.5 per cent. in registrations, show a rather 
different result, but this is largely attributable to the 
restrictions on omnibuses and motor coaches imposed by 
the Area Traffic Commissioners appointed under the Road 
Traffic Act, and is also partly counterbalanced by the 
tendency for vehicles of small seating capacity to be 
replaced by those of larger seating capacity. 

The cry of ‘‘ Wolf! ’’ has been raised so frequently with 
regard to saturation point for motor vebicles that there is 
a risk that when saturation is approached the fact will be 
disbelieved and manufacturers will be led to embark on too 
ambitious programmes of production. A careful analysis 
of the latest returns seems, however, to establish definitely 
the fact of approaching saturation in the existing state of 
affairs. The general refusal of the Area Traffic Commis- 
sioners to license fresh omnibus services has established 
a compulsory saturation point for hackney vehicles. Goods 
vehicles owned by haulage contractors do not number 
more than 70,000, and, as their competitive position vis- 
a-vis the railways has not changed materially over the 
last two years, they may be assumed to have been handi- 
capped bythe same circumstances which caused the amal- 
gamated railways’ receipts from goods traffic to decline 
by 17 per cent. between 1929 and 1931. The increase in 
goods vehicles has probably been confined in the main to 
vehicles operated by firms owning their own means of 
transport, and there is no obvious reason why much 
further increase should at present be anticipated. The 
balance between motor and horse transport may have 
shifted a little in favour of the motor through greater 
attention being paid to the reduction of costs in times of 
depression; on the other hand, motor transport has been 
called upon to shoulder a fresh burden of taxation which 
horse transport does not share. The approaching satura- 
tion point for private cars is indicated by the fact that the 
annual increase over registrations for the previous year, as 
at the end of September, has fallen from 103,000 in 1927 
to 96,000 in 1929, 75,000 in 1930 and 27,000 for 1931, 
while for November, 1931, it had fallen as low as 18,000; 
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ASSETS. 


Call Money. | Discounts. | Investments.| Advances. 
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£ mill.} £ mill.| £ mill. | £ mill. |£ mill. |£ mill. |£ mill. |£ mill. |£ mill. |£ mill. |£ mill. |£ mill. |£ mill. | £ mill.] £ mill. | £ mill. 
Barclays essseeeee | 2671 | 26-1 | 349-3 | 335-6 | 12-7 | 10-8 | 63-1 | 56-9 | 22-3 | 21-8 | 50-9 | 40-8 | 56-1 | 56-6 | 169-7 | 172-2 
Lloyds Da 25-8 | 23-3 | 365-9 | 335-0 | 42-5 | 36-1 | 55-8 | 49-6 | 29-0 | 22-2 | 53-7 | 42-6 | 52-6 | 51-3 | 175-9 | 167-5 
Midland ......... 28:5 | 25-7 | 401-4 | 361-9 | 25-3 | 19-2 | 62-3 | 53-7 | 21-7 | 16-1 | 83-9 | 57-1 | 38-7 | 42-2 | 203-6 | 197-6 
Nat. Provincial | 18-9 | 17-5 | 293-1 | 262-7 | 10-1 9-2 | 42-8 | 39-0 | 20-3 | 18-8 | 51-1 | 36-7 | 38:3 | 32-8 | 149-5 | 142-3 
Westminster ... | 18-6 | 16-8 | 292-7 | 273-4 | 17-8 18-6 | 46-0 | 40-9 | 25-7 | 23-6 | 48-8 | 34-2 | 50°6 | 51-4 | 131-9 | 131-4 
i 117-9 |109-4 {1,702-4 |1,568-6 |108-4 | 93-9 |270-0 |240-1 |119-0 {102-5 |288-4 |211-4 |236-3 |234-3 | 830-6 | 811-0 
Coutts ............ 2:0 2:0 19-5 17-0 0:5 0:5 2:9 2:4 3:5 2:2 1-5 1-2 3°8 3:9 9°3 F8-9 
Glyn, Mills ...... 1-8*; 1-8*| 39-5 32:1 2:5 2°3 8-8 7:4 8-2 6-1 1-5 0:-5 6:6 yO 15:6 12-1 
Martins cai 7:7 7-1 79-0 76:3 5-6 4-71 12-0] 11-2 6-7 7-0 7:4 7-3 | 18-7 | 18-9 37-4 34°6 
District .......... 4-2 4-2 52:8 50-7 1-1 1-8 7°8 7-1 4-4 4-3 6:8 3-9 | 16-6 | 18-9 20:6 19-9 
Manchester and 
unty ....... 2:2 1:8 17-9 16-3 0-1 0-1 4-6f| 2-8t 0-6 0:3 4-2 4-9 10:2 9-6 
Union of Man- 
chester ........ 1-4] 1-3| 17-9] 15-6] 0-5| 0-6] 7-31 5-4+ 0-4] 0-3} 2:3] 2-8] 8-8] 8-0 
Williams 
Deacon’s 2-9 2:7 32-0 29:1 0-7 1-6 5:2 4-2 2:5 3:3 2°5 2:0 7-9 7:0 15-6 13-9 
ited -1 |226-9 |296-4 |297-8 | 948-1 | 918-0 





* Includes “‘ reduction of bank premises account.” 








t Includes call money. 
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for the current quarter there will probably be no increase 
at all. 

Apart from the improbable removal of official restric- 
tions on omnibuses and motor coaches, motor transport 
can postpone the coming of saturation point and accom- 
modate an expanding manufacturing industry either by 
the return of a period of comparative prosperity or by a 
sensible reduction in the cost of motoring; but neither of 
these are likely in the immediate future. In other direc- 
tions, the best results could be obtained from the organ- 
isation of the replacement demand and the arrangement 
of taxation and insurance in such a way as to have the 
least possible hampering effect on the use of motor 
vehicles, and more particularly of private cars. 

The average life of a private car is calculated at seven 
years, and of a commercial goods vehicle at eight years. 
Assuming normal age distribution, this will give a replace- 
ment demand of 150,000 cars and 45,000 goods vehicles 
annually. Until recently, an abnormal proportion of the 
vehicles, and especially of the private cars registered, have 
been comparatively new on account of the rapid increase 
in the popularity of motoring, but the replacement demand 
has grown steadily from 57,000 in 1928 to 114,000 in 1931 ; 
and, unless the need for economy leads to an increase in 
the average length of life of cars, may reach nearly 
150,000 in the current vear. This, in conjunction with 
exports, will provide a ia.r output for British factories, 
although probably rather less than the record output of 
182,347 reached in 1929. Commercial vehicle production, 
including omnibuses, reached its record of 66,859 in 1930. 
With a steady replacement demand for some 45,000 goods 
vehicles and probably 8,000 omnibuses and motor coaches 
annually, apart from exports, the motor industry, in spite 
of saturation in the home market and the restriction of 
exports through trade depression, has the opportunity of 
enjoying a very fair degree of prosperity in the current 
year. The chief risk is that this may be thrown away as a 
result of intense and uneconomic competition. British 
motor manufacturers might do well to study the possi- 
bilities in the domestic market of some modification of 
the scheme proposed for international application by 
M. André Citroén for relieving the pressure on the market 
of old vehicles by a co-operative plan for buying up and 
scrapping old cars. A good deal is already done unofficially 
by car distributors, who make generous allowances for 
used cars taken in part exchange for new; but a scheme 
which would systematise these unofficial transactions and 
prevent the oldest of the used cars thus taken in part 
exchange from finding their way into the second-hand car 
markets, would be far more effective. 

Over a large part of the world the question for the motor 
industry to-day is not so much what to do to push back 
saturation point as how to check the reduction in the regis- 
trations and use of motor vehicles, and the possibility of 
this becoming the problem here also must not be over- 
looked. Petrol is being sold, apart from duty, at 4d. a gallon 
below its pre-slump price, and it would be unwise to regard 
the position as anything but temporary. The cost of petrol 
amounts to about 20 per cent. of the total cost of operat- 
ing motor vehicles, so that an increase of 30 per cent. in 
this item would increase the total cost of motor transport 
by 6 per cent. Omnibuses are in a position to recoup them- 
selves by increasing fares, while pleasure motorists can 
reduce their mileage, but the increase would be a serious 
‘matter for many operators of goods vehicles and react 
unfavourably on the road transport of merchandise. It is 
therefore of particular importance to all interested in 
motor transport to explore every avenue both for reduc- 
ing commercial costs and encouraging private car traffic. 

One of the most important factors limiting the use of 
private cars and motor-cycles is the system of collecting 
the tax, either in a lump sum at the beginning of the year 
or in equal quarterly instalments. Insurance also is a 
heavy item when paid in a lump sum, and cannot be 
economically spread over the year. The result is that 
20 per cent. of motorists and 60 per cent. of motor-cyclists 
do not register their vehicles for the winter quarter, when 
the stimulus to use them is least and other financial 
demands greatest. This involves the Treasury in a loss of 
revenue, both in respect of the licence fee for the quarter 


used, while it also reduces the replacement rate for old 
vehicles. There is no obvious reason why the payment 
for the quarterly licence should not be substantially re. 
duced for the autumn and winter quarters, when the 
mileage run is comparatively small, and correspondingly 
increased for the spring and summer quarters. The in. 
surance companies might also introduce a similar system 
of graded quarterly payments. 





THE STANDSTILL AGREEMENT. 


Tue new “ standstill ’’ agreement is essentially a pro. 
longation and modification of the agreement for the main. 
tenance of short-term banking credits to Germany which 
came into force on September 17, 1931 (referred to as the 
‘** 1931 agreement ’’). Its principal provisions are set out 
below, with the numbers of the clauses in which they are 


| couched. 


a 
px 


The Agreement has been executed by the Foreign Bankers’ 
Committees upon condition that so long as the Agreement remains 
in force, the decrees of the German Reich shall render its provisions 
effective and in particular that there shall be no discrimination 
on the part of banking, commercial or industrial concerns in 
Germany in the making of repayment or the giving of security as 
between their foreign banking creditors whether adhering to this 
Agreement or not, or in the giving of security as between the latter 
and their creditors in Germany; that unauthorised movements of 
capital shall be prevented, and that all banking, commercial and 
industrial concerns in Germany who are subject to any form of 
indebtedness falling within the 1931 Agreement or this Agreement 
shall adhere to such respective Agreements. 


Scope and Duration. 


1. In this Agreement ‘‘ Short-term credit lines”? means and 
includes all acceptances, time deposits, cash advances and/or any 
other form of indebtedness arising from special agreements in 
currencies other than Reichsmarks in respect of which adherence 
to the 1931 Agreement has been or shall have been effected, together 
with any further such credits in currencies other than Reichsmarks 
actually used, existing and outstanding at any time between the 
3ist July, 1931 and the 8th October, 1931 (both dates inclusive) 
for a period of time extending beyond the 29th February, 1932 but 
expiring within the period of this Agreement. 

2. The provisions of this Agreement shall (except in any cases 
where they are specifically expressed to come into force at an 
earlier date) come into force on the Ist March, 1932 and shall 
remain in force for a period of twelve calendar months from that 
date, subject, however, to earlier determination by the Foreign 
Bankers’ Committees, in addition to the grounds specified in 
Clause 16 of this Agreement, in any of the following events, namely 


(i) if there be declared in Germany a moratorium which affects 
any obligation of German Bank Debtors to Foreign 
Bank Creditors dealt with in this Agreement, or 

(ii) if the Central Banks’ advances to Germany granted under 
the auspices of the Bank for International Settlements 
be discontinued in whole or in part, or 

(iii) if in the future international decisions of a financial of 
economic character create a situation in which, in the 
opinion of the Foreign Bankers’ Committees, the 
carrying out of this Agreement becomes seriously 
endangered, 

(iv) if any of the terms contained in the preamble above 
have not been complied with. 


The declaration in Germany of a general foreign moratorium i 
whatever form shall ipso facto determine this Agreement. 


Maintenance of Credits. 


3. Each Foreign Bank Creditor shall maintain during the con 
tinuance of this Agreement vis-a-vis his German Debtor short-term 
credit lines upon the following terms : 


(a) The terms and conditions shall be at least as favourable to 
the Foreign Bank Creditor as those existing in regard to each 
respective short-term credit line at any time between the 31st July 
and the 8th October, 1931, inclusive. 

(b) Credit balances shall during the continuance of this Agree 
ment be maintained by German Debtors with their corresponding 
Foreign Bank Creditors at sufficient figures for the working of the 
accounts concerned, so that the Creditors can operate such accounts 
without extending overdraft on their regular accounts with theif 
German Debtors. 

(c) Nothing in this Agreement shall prejudice the exercise by 
Foreign Bank Creditors of any statutory or contractural rights 
vested in them in respect of short-term credit lines in so far as the 
exercise of such rights would not be inconsistent with the terms of 
this Agreement. 


With regard to security (shares, bonds, merchandise or other 
security) nothing in this Agreement shall prejudice any right, which 
a Foreign Bank Creditor may have, to require delivery of, se 
or otherwise deal with such security held by him or by third partie 
for his account prior to the coming into force of the 1931 Agree 
ment or the present Agreement in respect of short-term credit lines 


and also of the lost duty on petrol which has not been | included in each Agreement except that the mere fact that, 
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consequence of the provisions of either Agreement, repayment has 
not been made on the original due date, shall not in itself constitute 
a sufficient reason for selling or otherwise dealing with security. 

In the case excepted above, a Foreign Bank Creditor having 
the right to do so may nevertheless sell outside Germany, upon 
giving seven days’ notice to his German Debtor, any security held 
by him or for his account prior to the coming into force of the 1931 
Agreement or of this Agreement respectively, as specific collateral 
for credit facilities held by him at the disposal of any of his German 
Debtors, Provided, however, that he may not sell (i) any security 
which at the time of the pledge was known to the parties con- 
cerned to represent an interest or participation in a Company which 
js essential to the conduct of the pledger’s business, or (ii) any 
security Which was pledged as collateral for the carrying out of a 
commercial transaction, and Provided that he shall be obliged to 
secure the best possible terms and conditions reasonably obtainable 
in the interest of the German Debtor. 

Call money loans and other short-dated advances made against 
stock exchange securities and against mortgages on property which 
by their nature may be liquidated in whole or in part through the 
sale of the collateral security do not fall under this Agreement. 

(d) So far as commitment credits had prior to the 8th October, 
1931, been arranged for a fixed period of time for which a com- 
mitment charge had been paid in whole or in part, they shall 
remain in force but upon terms that they shall in all cases be available 
only to the German Debtors for whom they were originally opened, 
for the purposes originally contemplated and solely for their 
legitimate business requirements. To the extent to which bills 
drawn under such credits fell due or other availments thereunder 
matured, within the period of the 1931 Agreement, they were 
included and shall be deemed always to have been included in the 
1931 Agreement. To the extent to which bills drawn under such 
credits fall due or other availments thereunder mature after the 
29th February, 1932, but prior to the Ist March, 1933, they are 
included in this Agreement. Upon expiration of the period for 
which a commitment credit was originally opened, the Foreign Bank 
Creditor shall maintain such credit to the greatest extent to which 
it had at any one time been availed of within the period of this 
Agreement. 

(e) Campaign credits (7.e., credits financing crop-growing) are not 
included in this Agreement. 


Reduction of Credits. 


4. (a) (i) Each Foreign Bank Creditor shall have the right to 
require an initial permanent reduction by 10 per cent. as at the 
lst March, 1932, of the total amount of the short-term credit lines 
held at the disposal of his German Debtors on the 8th October, 1931 
(excluding the amount of the further short-term credit lines not 
included in the 1931 Agreement but included in this Agreement) 
to the extent to which such reduction can be effected by cancellation 
of unavailed portions of their short-term credit lines. The right 
to reduce the total of the short-term credit lines by 10 per cent. 
may be exercised by the Creditor by applying such aggregate 
reduction right to the unavailed portion of such short-term credit 
lines held at the disposal of any one or more of his German Debtors 
as he may elect. Notice in writing shall be given by the Foreign 
Bank Creditor to each of his German Debtors as to whether or not 
his short-term credit lines are to be so reduced, and if so to what 
extent, at any time prior to the 16th March, 1932. A notice when 
efiective shall restrict the German Debtor from thereafter availing 
himself of an unavailed portion of any short-term credit line to 
such an extent as would prevent the reduction specified in the 
notice from becoming effective. 

(ii) If owing to the fact that the total of the unavailed portions 
of the short-term credit lines held at the disposal of his German 
Debtors is on the said Ist March, 1932, less than 10 per cent. of 
such short-term credit lines so that the Foreign Bank Creditor 
cannot to that extent benefit by the provisions of paragraph (i) 
of this sub-clause, he shall have preferential reduction rights 
pro rata with other Foreign Bank Creditors similarly situated 
until in all cases the initial deficiency has been made up. 

(c) Each Foreign Bank Creditor shall have the right to require 
periodical permanent reduction by each of his German Debtors 
in respect of the short-term credit lines held at the disposal of such 
German Debtor by such amounts and within such periods as shall 
be determined in accordance with the provisions of the next suc- 
ceeding sub-clause. The Foreign Bank Creditor shall be entitled 
to allocate his reduction rights to any one or more of the short-term 
credit lines held at the disposal of such German Debtor. 

(d) (i) The delegates representing the Foreign Bankers’ Com- 
mittees, at their meetings on the Ist July, 1932, the Ist October, 
1932, and the 4th January, 1933, after consultation with the German 
Committee and the Reichsbank, shall fix the amount of any reduc- 
tion to be made in respect of the ensuing period and the date upon 
Which such reduction is to become effective. 

(e) A Foreign Bank Creditor shall be entitled to require increased 
Periodical permanent reduction of a short-term credit line held at 
the disposal of a German Bank Debtor, which is in the nature of 
acash advance, time deposit or other form of indebtedness entailing 
advance of money. by applying to such German Bank Debtor the 
whole or any part of his percentage rights in respect of any German 
Commercial or Industrial Debtor or Debtors, but any percentage 
rights so transferred shall be prorated against all short-term credit 
lines of the nature aforesaid held at the disposal of all his German 
Bank Debtors, 

(f) The Foreign Bank Creditor shall give to each of his German 
Debtors at least thirty days’ notice of the extent to which he 
intends to reduce their short-term credit lines. If the German 
Debtor is unable to pay he shall forthwith notify all his Foreign 
Bank Creditors of his inability to do so and thereupon, unless the 
Majority in face value of his Foreign Bank Creditors shall waive 
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such default upon such terms as they think fit, such German Debtor 
shall, at the expiration of fourteen days from the notified date of 
payment, cease to enjoy any benefits and privileges under this 
Agreement. 


Trust Fund for Cash Advances. 


5 (a) (i) Each German Bank Debtor shall on the date on which this 
Agreement comes into efiect deliver to the Reichsbank particulars 
of all cash advances granted by Foreign Bank Creditors existing on 
the 29th February, 1932, unsecured by guarantee or otherwise. 
There shall be delivered to the Reichsbank on the same date by 
each German Bank Debtor, for the creation of a trust fund, assets 
equal in value to 15 per cent. of such unsecured cash advances 
(taken at their face value), which assets are estimated to represent 
an aggregate value of approximately two hundred million Reichs- 
marks. So long as any of the certificates hereinafter referred to 
remain outstanding, the said trust fund shall at all times be main- 
tained by the Debtors at its full original value of 15 per cent. of the 
amount of unsecured cash advances existing on 29th February, 1932, 
Provided that, so soon as the unsecured cash advances to any 
German Bank Debtor have been reduced to one-half of their face 
value at that date, the Reichsbank shall return to such Debtor any 
assets contributed by it to the said trust fund in excess of 15 per cent. 
of its then outstanding unsecured cash advances. The Debtor may 
from time to time, with the sanction of the Reichsbank, substitute 
for assets in the trust fund other assets of at least equivalent value. 
If at the expiration of two years from the creation of the said trust 
fund no certificates in respect of a German Bank Debtor shall be 
issued and outstanding, such Debtor shall be entitled to the return 
of such assets contributed by it to the said trust fund as are in excess 
of an amount equal in value to 15 per cent. of its then outstanding 
unsecured cash advances, taken at their face value. 

(ii) The Reichsbank shall create collateral trust certificates con- 
taining an unconditional acknowledgement of indebtedness signed 
by or on behalf of the respective Gerrnan Bank Debtors, of a prin- 
cipal amount equivalent to the aggregate amount of their 
respective unsecured cash advances. 

(iii) If at any time a Foreign Bank Creditor wishes to receive 
certificates in respect of an outstanding unsecured cash advance, 
he shall be entitled to require the Reichsbank to issue to him 
certificates of the appropriate series of an aggregate nominal value 
equivalent to the amount of such unsecured cash advance. 

(iv) Each certificate shall be redeemable by half-yearly per- 
centage repayments of 5 per cent. of the nominal amount of the 
certificate, the first of such payments commencing on the 
Ist September, 1932, which percentage shall however be liable to 
reduction so as to ensure that, so long as this Agreement or any 
supplementary Agreement remains in force, the aggregate repay- 
ment to a certificate holder in any one year shall not be propor- 
tionately greater than the amount which the Foreign Bank Creditor 
would have received had he not been a certificate holder. Any 
portion of the indebtedness represented by a certificate not previously 
repaid shall be due and payable on the 28th February, 1942. The 
respective German Bank Debtors shall provide the Reichsbank in 
advance with sufficient foreign exchange to enable it to make such 
redemption payments. 

(v) A Foreign Bank Creditor may surrender such certificate and 
resume direct dealings with the German Bank Debtor. 

(viii) The certificates whilst issued and outstanding shall carry 
interest at the rate of 6 per cent. per annum. 

(x) In order to comply with the provisions of this Clause, the 
German Bank Debtor shall deliver to the Reichsbank assvts, 
whether promissory notes drawn by the Bank’s clients, bonds, 
shares, bills, notes, Reichsmarks, mortgages or other assets as 
the Reichsbank shall approve. 

(b) (i) Any German Commercial or Industrial Debtor may in 
respect of unsecured cash advances from Foreign Bank Creditors 
existing on the 2%th February, 1932, take advantage of the 
machinery for the creation of a trust fund and issue of certificates, 
provided that the consent in writing of all his Foreign Bank 
Creditors must be obtained. 


Collateral Security. 


6. (a) Every German Bank Debtor which from time to time holds 
from any of its clients any security, whether general or specific, 
as collateral for credit facilities based on foreign short-term credit 
lines shall hold such security in valid and effectual trust for the 
Foreign Bank Creditors upon the same terms as those upon which 
it is held by the German Bank Debtor. 

(4d) The German Bank Debtors agree to continue their policy, 
whenever it appears to them necessary for the protection of their 
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credita, of obtaining security from their clients and of maintaining 
it_at an appropriate amount. 

' 7. In respect of bills accepted for account of German Bank 
Debtors the following provisions shall apply : 

(a) Each German Bank Debtor shall obtain from its client 
at the option of the relative Foreign Bank Creditor either 
(i) @ promissory note signed by such client in negotiable form 
for the like principal amount, in the same effective currency 
and of the same due date as the corresponding bill accepted 
by the Foreign Bank Creditor and shall hold the same in 
trust for the Foreign Bank Creditor by way of collateral 
security, or (ii) a letter addressed by such client to the Foreign 
Bank Creditor unconditionally guaranteeing to the Foreign 
Bank Creditor the payment by the German Bank Debtor 
when due of its obligation in respect of the bill, and under- 
taking to pay such obligation in the same effective currency 
as the corresponding bill. 

If the promissory note or letter of guarantee shall not 
have been signed by the client within ten days of request 
by the German Bank Debtor, the latter shall forthwith obtain 
the signing of the same by the President of the local Landes- 
finanzamt. 

The sub-clause proceeds to lay down the conditions under which 
the German Bank Debtor shall obtain from its client additional 
security in favour of the Foreign Bank Creditor as collateral for 
the promissory note or letter of guarantee. 

This Clause shall not be construed as impairing in any way the 
primary liability of the German Bank Debtor. 


(b) If the Bank’s client is declared bankrupt, the promissory 
note or letter of guarantee and all obligations thereunder shall 
forthwith become due and payable without demand or notice 
and thereupon, pending maturity of the bill, the German Bank 
Debtor shall deposit and maintain with the Reichsbank, as 
collateral security, for account of the Foreign Bank Creditor, 
sufficient Reichsmarks to purchase the necessary foreign 
exchange to cover the bill at maturity, or shall pledge other 
satisfactory collateral security. If the Debtor fails so to do, 
the Foreign Bank Creditor shall be entitled to realise any specific 
security held by it in respect of such bill and the German Bank 
Debtor shall, upon request from the Creditor, realise any specific 
security held by it in trust for the Creditor in respect of such 
bill and pay to him the proceeds of such realisation. 


Liquidation of Bills. 


(c) Each German Bank Debtor shall, unless the Creditor 
elects to go under cash advance, duly cover at maturity every 
bill accepted for its account by its Foreign Bank Creditor, but 
without thereby affecting the right of the German Bank 
Debtor to maintenance of its short-term credit line under 
Clause 3 of this Agreement. 


(d) Any sums realised in connection with the transaction 
financed by the bill prior to maturity, shall if in the requisite 
foreign currency be remitted immediately to the Foreign 
Bank Creditor or if in any other currency be utilised in pur- 
chasing forthwith the requisite foreign exchange for immediate 
remittance to the Foreign Bank Creditor, but without thereby 
affecting the right of the German Bank Debtor to maintenance 
of its short-term credit line under Clause 3 of this Agreement. 
If it is not possible immediately to obtain the requisite foreign 
exchange, all such sums shall forthwith be deposited with the 
Reichsbank for account of the Foreign Bank Creditor (but as 
collateral security only and not as payment) to be converted 
into the requisite foreign exchange at the earliest possible date 
and in any case (unless replacement drafts are provided) not 
later than the maturity date of the relative bill. 

(e) Each German Bank Debtor shall provide its Foreign 
Bank Creditor, for acceptance, with either eligible bills or 
external trade bills or other bills drawn by commercial or 
industrial concerns. Every bill must be drawn by or for 
account of a solvent client of good credit standing. In the 
event of any dispute arising as to the good credit standing of 
a client, the question shall be referred for final decision to a 
Committee of three persons to be nominated by the President 
of the Reichsbank. 

(f) In the case of a cash advance resulting from an acceptance 
credit, the German Bank Debtor shall offer to the Foreign 
Bank Creditor for acceptance, upon request, bills complying 
with the requirements of the preceding sub-clause of this Clause. 

(g) The German Bank Debtor shall, at the requost of the 
Foreign Bank Creditor, substitute a drawer of good credit 
standing for a drawer who during the period that a bill is 
outstanding has become of notoriously bad credit standing. 

(h) If owing to the bankruptcy of a client the German Bank 
Debtor finds itself under obligation to provide cover of so 
considerable an amount that it cannot be expected immediately 
to produce sufficient replacement bills, the German Bank 
Debtor shall deposit and maintain with the Reichsbank 
sufficient Reichsmarks, calculated at the official Berlin middle 
rate, to purchase the necessary foreign exchange to cover such 
bills. The German Bank Debtor shall then be allowed forty- 
five days after the date of such bankruptcy within which to 
provide the necessary replacement bills; otherwise it shall 
forthwith cover the outstanding bills by cash payment in the 
requisite foreign currency. 

Clause 8 lays down similar provisions for covering bills at maturity, 
remitting sums received from the transactions financed by the bills, 


and providing collateral security for the creditors, where the debtor 


is a German commercial or industrial firm. 
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Conversion of Credits. 


9. (a) If a German Debtor is, owing to the nature of his business 
unable for the time being to avail himself in whole or in part of ¢ 
short-term credit line held at his disposal, he shall not be prevented 
from repaying the same, but if he does so he shall be entitled 
subsequently, during the continuance of this Agreement, to re-avail 
himself of the credit. 

(b) Every Foreign Bank Creditor shall have the right to arrange 
with his German Debtor for repayment of any time deposit or 
cash advance, on condition that he shall hold a corresponding 
amount at the disposal of the Debtor in the form of acceptance 
credit facilities and a Foreign Bank Creditor may at any time, in 
agreement with his German Debtor, convert an acceptance credit 
into a cash advance. 

10. Foreign Bank Creditors shall have the right to convert into 
Reichsmarks their unsecured cash advances existing and out- 
standing on the 29th February, 1932 and such unsecured cash 
advances as were not included in the 1931 Agreement but are 
included in this Agreement, for investment in long-term investments 
in Germany of one or more of the categories mentioned below. 

(a) Mortgages on German real estate, the mortgages to 
run for at least five years. 

(b) Shares, mortgage certificates, bonds and debentures 
and other securities of whatever description, with the provision 
that these same securities shall be blocked for five years. 

(c) Real estate, fixed plant and property, with a similar 
provision. 





A condition of exercising such right is that no Foreign Bank 
Creditor may, unless his German Debtor agrees, convert in any 
consecutive six-monthly period more than 25 per cent. of his 
outstanding credit balances with any German Bank Debtor and 
as to any German Commercial or Industrial Debtor, more than 
15 per cent. of his outstanding credit balances in any consecutive 
six-monthly period during the first two years and 20 per cent. in 
any consecutive six-monthly period during the third year. 

All such transactions must have the approval of the Reichsbank 
which may withhold its approval if it considers that Germany's 
economic interests would be injured by any such transaction. 


Commission and Interest. 


11. All commission and discounting charges in keeping with usual 
banking practice, together with bill stamp duty, shall be paid in 
advance and interest shall be paid monthly in the currency in 
which the respective credit is maintained. 

13. No guarantor, endorser or credit insurer in Germany in respect 
of any short-term credit line held at the disposal of a German 
Debtor by a Foreign Bank Creditor shall obtain any release from 
obligations under his guarantee, endorsement or irsurance by reason 
of the operation of this Agreement. 


Breach or Insolvency. 


14. (a) If at any time during the continuanve of this Agreement 
a Foreign Bank Creditor is of opinion that a German Debtor has 
failed to remedy, upon request by the creditor, a breach of any of 
the provisions of this Agreement (other than failure to make pay- 
ment in accordance with the provisions of sub-clauses (c) or (¢) 
of Clause 4 of this Agreement, which is specially provided for in 
that Clause), the Creditor may submit such claim to his Foreign 
Bankers’ Committee. If the Committee is of opinion that such 
claim is justified, the Creditor shall be entitled thereupon to give 
to the German Debtor formal notice in writing that in his opinion 
such breach has been committed. If the German Debtor fails 
within six days of receipt of such formal notice to remedy the breach 
or to submit the matter to the Arbitration Committee hereinafter 
mentioned, the Foreign Bank Creditor may notify the Reichsbank. 
If after a further period of six days the German Debtor sti] fails to 
remedy the breach he shall forthwith cease to enjoy any benefits 
or privileges under this Agreement in respect of the short-term 
credit line or lines held at his disposa) by the Foreign Bank Creditor. 
A Foreign Bank Creditor may, instead of adopting the aforesaid 
procedure, himself submit in the ordinary way to the Arbitration 
Committee a claim that a German Debtor has committed a breach 
of the provisions of this Agreement. If the Arbitration Committee 
shall give a decision adverse to the German Debtor, the above 
procedure shall continue as from the point of formal notification 
to the debtor. 

(b) If at any time during the period of this Agreement a German 
Debtor becomes insolvent or is declared bankrupt he shall forthwith 
cease to enjoy any benefits and privileges under this Agreement. 
The question of insolvency may likewise be referred to the Arbitra- 
tion Committee. 

15. All fi and facts disclosed to the Reichsbank or to the 
Deutsche Golddiskontbank pursuant to the terms of or in conse- 
quence of this Agreement are to be treated as strictly confidential. 


Responsibility of the Reichsbank. 


16. (a)"The Foreign Bank Creditors recognise that it is essential 
in the mutual interest both of Foreign Bank Creditors and of 
German Debtors to strengthen the Reichsbank. 

(b) The Reichsbank recognises (i) the vital necessity in the interest 
both of Germany and of her foreign creditors generally that the 
international short-term credit machinery be maintained and that 
an adequate supply of good bills for acceptance by Foreign Bank 
Creditors be forthcoming, and (ii) the special nature of the claims 
of Foreign Bank Creditors. ; ae 

(c) & (d) The Reichsbank, having had centralised in its hands 
the entire control of foreign exchange, shall do ite best to make 
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available, at all times during the period of this Agreement, the 
necessary foreign exchange to enable the German Debtors punctually 
to discharge the obligations assumed by them under this Agreement. 

(e) If the Reichsbank shall at any time during the period of this 
Agreement claim to be unable, without thereby endangering its 
financial position, to continue to provide the necessary foreign 
exchange it shall forthwith give notice to the Central Bank in each 
creditor country. 

(f) Upon receipt of any such notice, the Foreign Bankers’ Com- 
mittees shall consult together to consider whether this Agreement 
is to continue in force upon terms that its provisions concerning 
the providing of foreign exchange for any one or more of the 
purposes hereunder shall be temporarily suspended or modified in 
accordance with the claim made by the Reichsbank or whether 
this Agreement shall be determined. Notice of any such modifi- 
cation must be subscribed to by representatives of Foreign Bankers’ 
Committees constituting a majority in face value of short-term 
credit lines then outstanding. A notice subscribed to by such a 
majority shal! be binding upon all parties to this Agreement. 


Foreign Bankers’ Committees. 


17. For the purpose of conferring from time to time with the 
German Committee and keeping the Foreign Bankers’ Committees 
informed of matters arising during the period of this Agreement 
and of performing such other duties as shall be entrusted to them, 
delegates representing the Foreign Bankers’ Committees shall hold 
meetings on the Ist July, 1932, the Ist October, 1932, and the 
4th January, 1933, and shall hold other meetings at such time. as 
the delegates may arrange. Each Foreign Bankers’ Committee 
signatory to this Agreement shall be entitled to nominate a delegate. 

All decisions of the delegates shall be taken by the vote of delegates 
present and representing a majority in face value of the short-term 
credit lines then outstanding. 

18. If a German Debtor ceases at any time to enjoy any benefits 
or privileges under this Agreement by reason of insolvency or 
bankruptcy (or by reason of a breach of any of the terms of the 
Agreement), his indebtedness to all his Foreign Bank Creditors (or 
those affected by such breach) shall forthwith become due and 
payable and thereupon nothing shall prevent any of his Foreign 
Bank Creditors (or those affected) from prosecuting and enforcing 
his claims against the German Debtor on the same footing as any 
German national. 


19. All indebtedness arising under short-term credit lines covered 
by this Agreement shall mature on the expiration hereof and 
Foreign Bank Creditors shall thereupon be entitled to debit the 
accounts of German Debtors with the amount of all bills accepted 
for account of such German Debtors notwithstanding the fact that 
the bills themselves are drawn for later maturity but so that no 
interest shall be chargeable until the bills mature. Special terms 
are laid down for the application of the clause to confirmed credits. 


Arbitration. 


20. In case any dispute shall occur between Foreign Bank 
Creditors and German Debtors or the Deutsche Golddiskontbank 
as to the interpretation of this Agreement or as to any matter or 
thing arising thereout, the same shall be referred to an Arbitration 
Committee constituted as follows : 


(a) The Bank for International Settlements shall nominate 
three persons to serve as permanent members, designating one 
of such persons as Chairman of the Committee and a second 
person as Vice-Chairman. 

(b) In addition, the Bank for International Settlements shall 
nominate three persons who shall be available to serve as 
alternate members of the Arbitration Committee in place of 
any one or more of the permanent members. 


22. Adherence to this Agreement shall be effected by each 
Foreign Bank Creditor notifying to his German Debtor or Debtors, 
on or before the lst March, 1932, his willingness to adhere, by means 
of a letter in standard form (specifying the short-term credit line 
or lines held at the disposal of such German Debtor or Debtors in 
respect of which adherence is made). Every German Debtor shall 
forward, within four days of receipt of a letter of adherence from 
any of his Foreign Bank Creditors, a letter confirming his adherence 
in standard form. 

Any Foreign Bankers’ Committee may, with the consent of the 
German Committee, extend the time within which any one or more 
Foreign Bank Creditors in its country may adhere to this Agreement. 


The Golddiskontbank. 


23. The Deutsche Golddiskontbank having, in exercise of the 
right reserved to it by clause 6 of the Schedule to the 1931 Agree- 
ment, required an arrangement for repayment of its obligations by 
three equal yearly instalments, the Deutsche Golddiskontbank’s 
obligations shall be fulfilled as follows : 


(i) Foreign Bank Creditors shall have the right at any time 
within the period of this Agreement to make demands upon the 
Deutsche Golddiskontbank within the percentages and subject 
to the terms and conditions contained in the 1931 Agreement, 
to the extent to which such demands shall not have been 
made prior to the 29th February, 1932. The aggregate amount 
upon which such percentages are calculated may be increased 
by the amount of any further short-term credit lines included 
in this Agreement but not included in the 1931 Agreement. 
Demands may be made for guarantee of such further short-term 
credit lines based upon the aggregate amount provided for in 
the 1931 Agreement and demands may be made for guarantee 
of short-term credit lines included in the 1931 Agreement 
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based upon the additional aggregate amount provided for in 
this sub-clause. 

(ii) In lieu of taking-over short-term credit lines or parts 
thereof pursuant to the provisions of the 1931 Agreement the 
Deutsche Golddiskontbank shall guarantee, and be deemed 
always to have been liable as guarantors of, the obligations of 
German Debtors in respect of such short-term credit lines or 
parts thereof. 

(iii) All security held by Foreign Bank Creditors in respect of 
short-term credit lines or parts thereof guaranteed by the 
Deutsche Golddiskontbank at the date of adherence to this 
Agreement shall forthwith be delivered to the Deutsche Gold- 
diskontbank to be held by it as agents for the respective Foreign 
Bank Creditors. The Deutsche Golddiskontbank shall be 
entitled in its discretion to administer and to realise such 
security to the best advantage at such time or times as it 
thinks fit. If, however, the Deutsche Golddiskontbank 
realises such security, it shall forthwith pay over the proceeds 
of the realisation thereof to the respective Foreign Bank 
Creditors by way of acceleration of payment of its obligations. 

(iv) The indebtedness to Foreign Bank Creditors in respect 
of every short-term credit line or part thereof guaranteed by 
the Deutsche Golddiskontbank pursuant to demands based 
upon the aggregate amount provided in the 1931 Agreement 
shall be discharged by three equal yearly instalments. 

(v) The indebtedness to Foreign Bank Creditors in respect 
of short-term credit lines or parts thereof guaranteed by the 
Deutsche Golddiskontbank, pursuant to demands based upon 
the additional aggregate amount provided for in sub-clause (i) 
of this Clause, shall be discharged in the years 1935 and 1936 
on a pro rata basis as between I'oreign Bank Creditors, but the 
Deutsche Golddiskontbank can only be called upon to pay in 
the year 1935 a total amount in the relative foreign currencies 
which, based on the official Berlin middle rate quoted on the 
2nd January, 1932, could have been purchased for two hundred 
million Reichsmarks, after taking into account the amounts, 
if any, payable in that year under the provisions of the last 
preceding sub-clause and of sub-clause (vii) of this Clause. 

(vi) Any Foreign Bank Creditor instead of requiring repay- 
ment of the full amount of any instalment falling due within 
the period of this Agreement in respect of any short-term 
credit line guaranteed by the Deutsche Golddiskontbank may, 
at his option, allow payment of up to 50 per cent. of such 
instalment to be postponed. He shall then be entitled to 
require immediate repayment to an equivalent extent of other 
short-term credit lines not guaranteed by the Deutsche Gold- 
diskontbank. 

(vil) To the extent to which a Foreign Bank Creditor elects 
not to require repayment of the full amount of any instalment 
in respect of any short-term credit lines guaranteed by the 
Deutsche Golddiskontbank as aforesaid, the Deutsche Gold- 
diskontbank shall continue as a guarantor thereof but so that 
it cannot be called upon to make any payment as guarantor 
until the primary debtor is himself under obligation to repay. 

(ix) The Deutsche Golddiskontbank shall, as agent for the 
Foreign Bank Creditor, be entitled to collect in advance from 
the German Debtor whose short-term credit line or part thereof 
has been guaranteed by it, the instalments from time to time 
payable to Foreign Bank Creditors. 

(x) When the contingent liability of the Deutsche Gold- 
diskontbank in respect of any of its guarantees has become 
an actual liability by reason of the bankruptcy of or default 
in payment at the due date by the primary debtor, the Foreign 

Bank Creditor shall have the right to require the Deutsche 
Golddiskontbank, pending repayment, to carry its indebtedness 
in the form of an acceptance credit. 


Signature. 


27. This Agreement shall become effective when signed by the 
German Committee, the Reichsbank, the Deutsche Golddiskontbank 
and by Foreign Bankers’ Committees constituting a majority in face 
value of the short-term credit lines outstanding. 


New Foreign Debts Committee. 


At the time of the initialling of the agreement, the 
German Minister of Finance wrote to Mr Wiggin, Chair- 
man of the Foreign Bankers’ Committee, as follows :— 


A “‘ Foreign Debts Committee ’’ is to be created, one member of 
the Committee to be nominated by the Government as its repre- 
sentative, a second member by the Reichsbank as its representative, 
and the other three members by the Government in conjunction 
with the Reichsbank as representatives of the entire body of German 
debtors to foreign countries, i.e., not only of the debtors parti- 
cipating in the negotiations now in process under your chairmanship. 
The Government and the Reichsbank are already agreed as to the 
three persons to be nominated; it is intended to nominate Messrs 
Kastl, Jeidels and Schlieper, who have declared their readiness to 
accept such appointment. In order to be in a position to fulfil its 
objects efficiently, the Committee will have a special manager who 
will devote himself entirely to this task, such manager to be 
appointed by the Committee itself. Should a person be selected 


who is not a member of the Committee, he will be appointed to be 
a further member of the Committee. 

The activities of the Foreign Debts Committee above described 
shall cover the entire field of the German foreign debts in such a 
manner that all fundamental and important matters and problems 
of the said foreign debt are included. It follows that the Committee 
will co-operate in an advisory capacity both with the Government 
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and with the Reichsbank, the own responsibility of the Government 
and the Reichsbank thereby, however, not being affected. It will 
be one of the tasks immediately to be taken up by the Committee 
to investigate into those sections of the German foreign debts, 
disclosed by the statistics, the individual character of which it has 
not yet been possible adequately to clear up. In general, the 
Committee will have to exercise its influence toward the adoption of 
a uniform policy in the treatment of foreign debts, among other 
things particularly by segregating the various groups of debts from 
each other. The Committee will further have to exercise its influence 
toward the starting and carrying through in good time before 
maturity and through suitable intermediaries of negotiations which 
may be necessitated by the Devisen situation in respect of such 
groups of debts or important single debts which are not covered by 
the German credit Agreement of 1932. 


In welcoming this development on behalf of his 
Committee, Mr Wiggin observed that: — 

In view of the existing exchange difficulties. no immediate cash 
repayments of the short-term banking credits are provided for in 
the new Agreement. For this reason the Foreign Bank Creditors 
assume that no capital repayments of other creditors will take place 
save such as are deemed by the new “‘ Ausschuss fiir Auslands- 
schulden ” to be absolutely essential for the maintenance of German 
credit. They take it that this is, in fact, what you mean in your 
letter by the “ uniform policy in the treatment of foreign debts,” 
and it is on this assumption that they welcome it, 





Notes of the Week. 





The Reassembly of Parliament.—Parliament meets 
again on Tuesday with a fairly heavy programme of 
business before it. Apart from “ crisis ’’ legislation, 
there is to be the Children Bill, the Town and Country 
Planning Bill, and possibly a Rent Bill. In addition, 
with Easter falling unusually early, much necessary 
financial business will have to be put through before the 
recess, and it is understood that the Government will take 
the whole time of the House until Easter. The out- 
standing issue, of course, will be the Tariff Bill, with 
which we have dealt in a leading article. If a Wheat 
Quota Bill is to be included on the agenda there will be 
ample room for controversy. But however closely party 
attention may be concentrated on Westminster, the crisis 
will by no means consent to be neatly confined within 
national boundaries; and the real centre of interest will 
be in Geneva and the capitals of the Continent. Parlia- 
ment, when it meets, would do well to ponder over the 
recent conclusion of the Economic Committee of the 
League of Nations ‘*‘ that the general result of national 
measures to cope with the effect of the crisis is almost in- 
evitably to prolong and seriously to aggravate it.’’ The 
Speaker might do worse than chasten the spirits of some 
of the Government’s supporters by setting up this text, 
duly emblazoned, above his chair. 


Dartmoor.—The sensational events last week-end at 
Dartmoor Convict Prison, culminating in a serious riot 
and the burning of the administrative block of buildings, 
naturally made a vivid impression on the public mind. 
The revolt was quelled with an absence of serious 
casualties which says much for the steadiness and for- 
bearance of the prison guards and their police reinforce- 
ments; and lurid tales of a vast underworld conspiracy to 
storm the prison from without may probably be discounted 
as wild exaggerations. Nevertheless, the fact that incar- 
cerated men should have been driven to make this 
desperate assault on authority must leave an uncomfort- 
able impression. However true it may be that Dartmoor 
is now a concentration of the worst of our imprisoned 
** hard cases,’’ the question remains unanswered why long 
traditions of more or less orderly behaviour have now been 
so violently broken. The causes of the outbreak require 
searching investigation; and, in the interest of the com- 
munity, as well as of the convicts and the prison admini- 
stration, it would, we think, have been well had the Home 
Office decided that the official inquiry, which is being con- 
ducted by Mr Herbert du Parcq, K.C., should have been 
held in public. 
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The Viceroy’s Speech.—In opening the session of the 
Legislative Assembly at Delhi, Lord Willingdon took the 
opportunity to review at length the political and economic 
situation in India. He spoke optimistically, more 
optimistically perhaps than observers in this country 
would have dared to speak. The budgetary position, ag a 
result of the labours of the Retrenchment Committee, 
was sound enough for him to assure the Assembly that 
they would not be asked to consider a new Finance Bill 
this session. The general economic situation in Indig 
compared most favourably with that of any other country 
in the world. The Viceroy claimed that the decision to 
link the rupee to sterling had worked indisputably to the 
benefit of India. The floating debt had been reduced 
from 84 crores to 61 crores, and there had been a marked 
improvement in the credit of the Government of India, 
especially in London. Bank rate had gone down, the rise 
in rupee prices had considerably helped producers, and 
the expansion of currency was altogether normal and 
healthy. The export of gold, negligible in comparison 
with India’s vast hoards, was definitely and decisively to 
the advantage of the country. Of the political situation 
Lord Willingdon said: ‘‘ We are meeting to-day at a time 
which is perhaps the most anxious and critical this 
country has ever passed through, a time which is full of 
possibilities for future peaceful advance and prosperity 
in India.’’ He then delivered a cogent justification of 
the Government’s attitude towards the Congress. The 
latter had regarded the Irwin-Gandhi pact ‘‘ not as a 
settlement at all, but as a means for consolidating their 
position and for making preparations for a further attack 
on constitutional authority.’’ In the United Provinces 
and on the Frontier the Congress leaders had stirred up 
class hatred and insurrection in defiance of the Govern- 
ment’s efforts to maintain peace. The reply of Congress 
to the counter-measures of the Government was to revive 
civil disobedience. 


‘““No government worthy of the name could hesitate to accept 

this challenge; failure to do s> would make all government in this 
country impossible. . .. I and my Government are determined to 
use to the full the resources of the State in fighting and defeating 
a movement which would otherwise remain a perpetual menace to 
orderly government and individual liberty, while the Government 
will take all requisite steps to guard against any abuse of the 
Special power it has been necessary to take.” 
After these stern utterances the Viceroy spoke hopefully 
of the work being done, and to be done with all speed, 
to implement the programme of constitutional reform out- 
lined by the Prime Minister. It is a remarkable comment 
on the generous spirit in which, in spite of the rebuffs 
that it has received from the Congress and others, the 
British Government is guiding the destinies of India, that 
the Viceroy can still declare it to be his privilege ‘‘ to be 
leading India on to her promised position as an absolutely 
equal partner with the other Dominionh under the 
Crown.”’ 


Japan and Shanghai.—While the Council of the League 
of Nations is in impotent session in Geneva, a new act has 
opened in the swiftly-moving Far Eastern drama. The 
scene has shifted from Manchuria to Shanghai—a point of 
extreme danger, owing to the importance and the number 
of the interests involved in this great international] port and 
mart. The flame now burning in Shanghai—and already 
threatening a conflagration—has been lit, of course, by 4 
Manchurian spark. The only effective Chinese retort to 
Japanese armed force has been a boycott of Japanese 
goods; and the focus of this boycott has, naturally, been 
Shanghai, the main gateway through which foreign goods 
are imported into China, not to speak of the goods manu- 
factured for consumption in China by Japanese and other 
foreign mills in the Shanghai International Settlement. 
The boycott has led to rioting. On January 18th, in 
Chapei, a Chinese-administered quarter of Shanghai, five 
Japanese monks were attacked and two of them mortally 
injured by a Chinese mob. Two days later, in revenge, 4 
Japanese mob attacked a Chinese factory and eventually 
came into collision with the International Settlement 
police. From this point onwards, history begins to repeat 
itself. On January 21st, the Foreign Office at Tokyo 
announced that the difficulties at Shanghai were to be re- 
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garded as a local problem which could be settled between 
the Japanese Consul-General and the Chinese Mayor of 
Great Shanghai. On the same day, the Admiral com- 
manding the Japanese fleet in Chinese waters issued a 
formal demand to the Chinese authorities for the dissolu- 
tion of anti-J apanese associations and an indemnity for the 
attack on the monks, under threat of drastic action by the 
Japanese Navy to protect Japanese rights and interests in 
Shanghai failing a satisfactory answer. The Japanese 
squadron on the spot has now been reinforced and the 
whole business has been placed in the Japanese 
Admiralty’s hands by the Emperor. The naval action 
proposed amounts to an armed occupation of all parts of 
Shanghai under Chinese administration: i.e., everything 
outside the French and the International Settlements. 
The Japanese naval authorities have informed the munici- 
pal council of the International Settlement that they will 
avoid interference with the Settlement if they can help it, 
and if the municipal council succeeds in safeguarding 
Japanese interests effectively within its jurisdiction. But 
these are almost impossible conditions; for the Council has 
a police force, but no court of law—the local court is 
Chinese—and, as for avoiding interference, to make war 
in Chapei and promise immunity to the Settlement is like 
promising immunity to the City of London if one is making 
war in Whitechapel. Shanghai is one huge continuous 
ant-heap; and the bounds between the International, 
French and Chinese municipal administrations are as in- 
visible as those between our London boroughs. Shanghai 
is threatened at this moment with the fate of Smyrna. 
Are the Western Powers going to stand by passively at 
Shanghai, now, as they did at Smyrna ten years ago, and 
see their cherished property burnt to cinders in a dog-fight 
between two local nationalities? 





Foreign Bonds in Default.—Some misunderstanding 
appears to have arisen in connection with our note last 
week on foreign bonds in default. The table showing by 
countries the capital and accrued interest on which 
default has occurred included, as might have been 
deduced from the mention of State loans in the United 
States, not only the indebtedness of central governments 
but also that of states and cities. In particular, our atten- 
tion has been drawn to the figure given for Latvia, which 
comprised the City of Riga loan of 1924 and the Wolmar 
Railway loan of 1910, both incurred under the Imperial 
Russian régime. Similar observations would apply to the 
Montenegrin loans included under the head of Jugoslavia. 


The Spanish Government’s Ordeal.—The trouble brew- 
ing in Spain, on which we commented last week, came 
rapidly to a head. On January 20th, there were organised 
Syndicalist outbreaks at Manresa, Sollent, and Berga in 
the interior of Catalonia. Railway lines were torn up, 
and for a few hours these places were isolated, under 
Syndicalist control, from the rest of Spain. It appears, 
however, that these outbreaks were confined to the indus- 
trial element in the population, which is a minority even 
in the most highly industrialised parts of Spain. Only 
two villages are reported to have taken part in the émeute. 
Thus the trouble did not spread before the Government 
crushed it by a prompt concentration of troops from all 
quarters. At the approach of the troops, the insurrec- 
tionary movement collapsed, and the Syndicalist organi- 
sation only made matters worse for itself by calling for a 
general strike to begin on Monday, January 25. In Bilbao 
and Barcelona the strike was abortive, and Seville seems 
to be the only place where anything like a complete cessa- 
tion of work has been achieved. The Government has 
shown great energy and efficiency, and the net result of 
the events of the last few days seem likely to be a setback 
to the Syndicalist cause. In fact, that cause can hardly 
succeed so long as the Socialists, who are in chronic con- 
tention with the Syndicalists for the allegiance of the 
Spanish industrial workers, remain the strong supporters 
of the Republic that they have been hitherto. It is not to 
be expected that this will be the last outbreak of the kind 
in Spain. All that can be said is that, every time an out- 
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break of revolutionary disorder boils up and dies down 
again without the Government being overthrown, the 
Government's prospects of survival are distinctly 
improved. 


The Bank of England Credits.—Early this week it was 
announced that the Bank of England was proposing to 
repay the balance of its Paris and New York credits opened 
in defence of sterling at the end of July. It will be re- 
called that originally the equivalent in franes and dollars 
of £50,000,000 was so raised, and that on the maturity of 
the original credits at the end of October, £20,000,000 were 
repaid (mainly by shipping £15,000,000 of gold), and the 
balance was renewed for three months. This balance, 
amounting to £30,000,000 at the par of exchange, and to 
considerably more at current rates, is now to be repaid, 
and the Bank has further announced that all the necessary 
exchange has been covered and that no further gold ship- 
ments will be necessary, thus obviating any need to in- 
crease further the fiduciary issue. This decision has 
rightly been hailed, both at home and abroad, as weleome 
evidence of our financial strength, and is a curious com- 
mentary on the thesis that our balance of payments is 
still dangerously adverse. While full tribute must be paid 
to the authorities for their skill in making the necessary 
arrangements for transferring so large a sum without 
affecting the stability of the pound, there is no doubt that 
a factor of prime importance in the operation is to be 
found in India’s gold shipments. Just as last week it 
became apparent that India’s gold shipments to London 
had enabled her to cover current debt maturities, so the 
reshipment of the same gold to France has helped to 
enable us to repay our debts to Paris and New York. In 
addition, repayments of loans due to London on accept- 
ance credits by German and other debtors have doubtless 
been a contributory factor. It would be natural to look 
for an improvement in sterling now that this special need 
for purchasing foreign exchange is removed, especially as 
there is every prospect that the movement of gold will con- 
tinue. It must be remembered, however, that the Trea- 
sury credits of £80,000,000 are still outstanding, and, 
doubtless, preparations for their repayment will now 
engage the attention of the authorities. There is, how- 
ever, no immediate urgency here; and it may not be 
unduly optimistic to look for a moderate recovery in the 
pound during coming weeks. 


Professor Rist and British Monetary Policy.—Professor 
Rist has retaliated on Sir Henry Strakosch and other 
critics who have attributed the world’s difficulties to 
French and American monetary policy. In an article in 
L’ Information he carries the war into the enemy’s country 
and bluntly attributes the world crisis to the false monetary 
policy which Great Britain has pursued in the last decade. 
Our false pride in desiring to return to gold on the old 
parity—when it had become patent to ‘* all unprejudiced 
observers ”’ that our ‘‘ towering war debt and the inflation 

. produced by (our) issues of currency notes made it 
impossible of attainment.’’-—was responsible for the 
accumulation of gold in New York, a falsification of world 
price levels and the unparalleled Stock Exchange boom. 
Finally, the multiplication of foreign credits by London— 
when all efforts should have been devoted to strengthening 
our internal situation—‘‘ by upsetting the English balance 
of payments, ultimately put an end to the gold standard, 
established some years before with such great difficulty.’’ 
Now, no one would care to say that our monetary policy 
has been blameless; but this thesis, both in its assertions 
and its judgments, is so extreme that it destroys its own 
effect. Our towering war debt—greatly swollen by the 
financial help given to France, Italy and Russia, and 
piled up in spite of the fact that we met a much larger 
proportion of our war expenditure out of taxation than 
any of our Allies—has undoubtedly been a grave incubus. 
But it was not Britain that allowed gold to go to the 
United States in the years after the war. Between 1920 


and 1925 our gold reserves rose from £112 millions to 
£156 millions. Those of European countries, whose cur- 
rencies were in chaos, were stationary or fell. 


Was it not 
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France and Italy who at Genoa refused to consider the | gold reserve leaves the country, everyone understands 
possibility of stabilisation at anything other than the pre- | that unpleasant steps may have to be taken; it would be 
war par of the franc and the lira, and the Bank of France much less easy to allay dissatisfaction if credit had to be 
which for years resisted all idea of stabilisation in the | restricted because of some change in price or foreign trade 
belief that the franc would return to 25 to the £? In 1922 | statistics. Few countries are confident that in such cir. 
the Economist took the view that, if there could be a gene- | cumstances they could resist inflation, and none of them 
ral agreement on stabilisation, it would be wise for Great could be expected to take an external currency such as 
Britain to consider fixing the £ on a new basis. But with | sterling as their sheet anchor without a very clear under. 
the march of events—of which the most important was the | standing of the rules of the game. If the gold standard 
determination of France to obtain reparations, even if it | has, as Sir Basil Blackett asserts, been mismanaged, 
involved occupying the Ruhr—the opportunity slipped; | assurances will be doubly necessary to guard against mis- 
and three years later this country was able—and, we ; management of a much more complex system. That is 
think, in the then existing circumstances, rightly decided | why most of the countries concerned are anxiously looking 
—to return to gold. There was at that time no reason to | for signs of a return by Great Britain to some form of 
doubt that it would be possible to maintain the world | gold standard—modified it may be as compared with that 
price level then obtaining. It is of great importance to | which has broken down. But the world moves fast under 
know why this did not happen. To blame Great Britain’s ; the pressure of events, and every avenue must be ex. 
excessive foreign lending is hardly to the point. In recent | plored if the world is to turn its back on the chaos with 
years we have lent abroad less than before the war; though | which it is threatened. 

the total lent to Germany by all countries was excep- 
tionally large, British banking advances to German trade, 
which has traditionally been financed in London, were not 
abnormal in amount; and, even if we look at the balance 
of trade, it leaps to the eye that it is the reduced earnings 
of our foreign investments and lower shipping earnings 
(caused by tariff-strangled trade and subsidised competi- 
tion) which have turned the balance. Unless Professor 
Rist can show that this country—which has maintained 
its purchases from abroad at a higher level than any other 
—is responsible for the world decline of prices, his thesis 
fails. We can find no single argument in his article that 
supports such a doctrine. 


———_———2_$_ $$ ———————— 


The ‘‘ Managed Standard.’’—It was only natural that, 
in his annual address to Midland Bank shareholders, Mr 
McKenna should have concentrated upon the suspension 
of the gold standard, and, indeed, should have welcomed 
it as final confirmation of his well-known views on currency 
matters. There is no doubt that, in many respects, he has 
been proved right, especially as he has now made it clear 
that his real quarrel is not with a well-managed gold stan- 
dard, but with the gold standard as mismanaged during 
recent years. In this connection he emphasised forcibly 
the contrast between Britain’s pre-war readiness as the 
world’s leading creditor nation to lend abroad and so keep 
gold in circulation, and the reluctance of the chief post- 
war creditor nations to re-lend their accumulations of funds 
in such a way as to prevent the hoarding and maldistribu- 
tion of gold. Again, in preferring the phrase ‘*‘ a managed 
standard,’’ rather than a ‘‘ managed currency,’’ as the 
alternative to the gold standard, Mr McKenna has given a 
new and better perspective to these questions, for no one 
will dispute that to-day currency plays a minor part in the 
world monetary machine. He was, perhaps, inclined to 
deduce a little too much from our brief experience of the 
past four months, but from his main conclusion few 
reasonable men can differ. ‘‘ The immediate choice,’ he 
said, ‘* is inescapable; either we must have a soundly 
managed gold standard, which can only be secured by well 
ordered international action, or we must definitely aban- 
don gold and rely on a managed standard without any 
metallic basis at all. In either event one thing is certain: 
the art of monetary management will have to be relied 
upon more and more to obviate such catastrophes in econo- 
mic life as we are witnessing to-day. We must not delude 
ourselves once again into thinking that if we return to 
gold all will be well; renewed indulgence in that comfort- 
able idea would be fatal. Deliberate, skilled and resolute 
monetary management, with or without gold, is a sine 
qua non of steady economic progress.’’ The corollary of 
this train of thought is that we in conjunction with other 
nations must agree upon and work out the necessary 
technique for the conduct of the world’s monetary affairs, 
before there can be any question of permanently establish- 
ing the pound upon a new basis. 


a TT 


Sir Basil Blackett’s Views.—A more balanced view of 
the decade through which we have passed was given by 
Sir Basil Blackett in a speech at Brighton at the end of 
jast week. ‘‘ It may be,’’ he said, “‘ that, politically and 
socially and internationally, we set ourselves too hard a 
task in trying to manage the gold standard, but it remains 
true that the failure to manage it in the conditions which 
existed is the cause of our trouble. If the return to gold 
was inevitable and the return to the old parity at least 
defensible, subsequent action in regard to the gold stan- 
dard has been a long series of national and international 
failures. Had the gold standard been properly worked, 
had the conditions been more sensible, had gold not 
become immobilised, the world price level would have 
remained reasonably stable.’’ But the effort has failed; 
and now the first need of the world is a recovery in whole- 
sale prices. Unfortunately, Sir Basil sees no early pros- 
pect of the gold standard countries taking effective steps 
to stop the fall. What then is to be done in view of the 
fact that chaos threatens a great diminution of inter- 
national trade on which modern civilisation, and in par- 
ticular that of Great Britain, depends? Sir Basil’s 
solution, for the time being at all events, is to try to 
organise what he calls a ‘“‘ sterling area ’’—though 
whether the name is best suited for the international 
arrangement which he has in mind is a matter which 
might well be considered . The essence of the conception 
is that the countries which have left the gold standard, 
including the Empire, Argentina and Denmark—indeed, 
practically all of Scandinavia and several South American 
countries—Egypt, Japan and Portugal, should endeavour 
to reach an understanding by which they would endea- 
vour to devise arrangements under which they would 
maintain both the stability of their purchasing power and 
their local currencies and stability of their mutual ex- 
changes. They would thus endeavour to provide a large 
part of the inhabitants of the world with both stabilities, 
and so make it possible for these countries to make far- 
reaching arrangements for mutual credits and at any rate 
some diminution in the height of tariff walls. The plan 
has obvious difficulties. Few people understand the 
meaning of stable purchasing power unrelated to anv 
specific commodity such as gold or silver, there is a not 
unnatural distrust of the mysteries of Index numbers, 
and no one has worked out the technique of adjusting a 
number of currencies to such a standard. If part of the 

























Storm Clouds over Lancashire.—<As we go to press, the 
industrial outlook in Lancashire is menacing. A ballot of 
the weaving operatives in the Burnley area appears to 
have resulted in an overwhelming majority for a strike, 
and though the final decision has yet to be made by the 
Central Board of the Textile Trades Federation, the 
chance of a stoppage at the beginning of next week is un- 
happily far from remote. The object of the strike would 
be to compel the observation of agreements by the em- 
ployers. Breaches of collective agreements are never 
defensible; and the employers who have enforced exten- 
sions of the number of looms worked by a weaver, exten- 
sion of hours, and, in some cases, wage reductions, even in 
respect to four loom weavers, have incurred a heavy 
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responsibility. At the same time, the attitude of the 
Weavers’ Union to the ‘‘ more looms’’ system has 
amounted in the past three years to a deliberate policy of 
procrastination and evasion. If a number of employers, 
in the grip of stern economic necessity to reduce costs, 
have been constrained to make separate settlements with 
their workers, the weavers’ organisation has itself largely 
to blame. Strike action at this juncture would do nothing 
but injure all concerned in the industry. The best way for 
the organised weavers to regain their authority would be 
for them to come constructively to grips with the task of 
negotiating a really workable settlement on the ‘* more 
looms to a weaver ’’ question. 


American Cotton Crop.—The United States Govern- 
ment has announced that up to January 15th, 15,992,000 
bales of cotton have been ginned, against 15,358,000 bales 
a month earlier, and 13,594,000 bales at the same time 
last year. The report, writes our Manchester correspon- 
dent, was about equal to expectations and did not cause 
any change in values. ‘here is some doubt in trading 
circles whether the Government estimate of the yield of 
16,918,000 bales will be reached; for, during the last few 
weeks, the weather in the belt has not been favourable for 
picking and harvesting. Owing to the big supplies avail- 
able, however, there is no probability of any violent price 
movement in world markets, and the attention of operators 
is now centred on the question of consumption, which 
shows signs of increasing. It is too early for anything to 
be said as to the prospects for the new cotton season in 
America and much difference of opinion prevails as to the 
curtailment in the acreage. Planting preparations by 
farmers will depend to some extent upon the course of 
prices during the next month or two. 


Sterling and Gold Prices.—After a fortnight of com- 
parative stability the course of world prices, as measured 
by our index, turned downwards during the second half 
of January, and their fall was outdistanced by the decline 
in sterling prices :— 


SerreMBeR 18TH, 1931 = 100. 


Economist Indices. 





Sta: Milan Statis- 
tique Chamber | tische 

Date. Complete | Primary Gold a Générale — — 
Index | Products Prices * | France, Ital ° oo 

(sterling).| (sterling). " v- y 
Sept. 30th 107°8 112-0 94-7 98-7 96-9 98-8 98-9 
Oct. 14th 108-3 114-3 95-7 98-9 96°9 99-7 98-0 
Oct. 28th 108-4 114-4 101-4 99-3 95-6 99-9 98-7 
Nov. llth 110-3 119-3 103-5 99°3 96-0 99-3 98-3 
Nov. 25th 109-1 114-8 98-0 98-3 94-2 98-8 97°6 
Dec, 9th 110-3 117-3 93-0 97-3 93-3 97-1 96-1 
-—- 108-9 117-1 94-4 96-1 93-4 96-9 94-6 
Jan, 13th 109-6 117-7 94-5 94-5 93-8 96-3 92-5 

Jan. 27th 108-3 115-7 93-8 ose pa on ae 





It will be observed from the four foreign indices, for 
which we are indebted to the Financial Times, that the 
downward movement of wholesale prices is most pro- 
nounced in Germany, followed at a short interval by 
France. In the next table we give the comparative 
figures of our complete index in greater detail :— 


“Economist”? INDEX. 


(1927 = 100.) 
Sept. 18, Jan. 13, Jan. 27, 

931. 1932. 1932. 

Cereals and meat...... 64:5 70-7 69-7 
Other foods ............ 62-2 65-9 66-1 
WI occieccnsewarnsee 43-7 53-2 52:5 
Minerals _............00. 67°4 77-7 76°2 
Miscellaneous ......... 65-8 65-5 64°6 
Complete Index ... 60-4 66-2 65-4 
1913 = 100 .........00. 83-1 91-1 90-0 
1924 =100 ............ 52-2 57-2 56°5 


The fall during the past fortnight is spread over all the 
groups with the exception of ‘‘ Other foods,’’ in whose 
case a fractional increase took place. 
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The Volume of Overseas Trade.—A fortnight ago we 


recorded a sharp decline in the value of the foreign trade 
of the United Kingdom in the past year as compared with 
1930. The change in the volume of imports and exports 
has been estimated in last week’s Board of Trade Journal. 
Previously the Board’s calculations, in which variations 
in prices are eliminated, have been based on average 
values in 1924. 
foreign trade have, however, necessitated the shortening 
of the interval between the original base year and the 
present time. 
respects, has been selected because in that year the fourth 
Census of Production was taken. 


Important changes in the structure of our 


The year 1930, though abnormal in many 


The figures for 1924 
have been re-caleulated on the basis of the weights 


adopted for 1930 :— 


VOLUME AND VALUF OF IMPORTS AND EXPORTS, 





Retained Imports. Exports of Domestic Produce. 





Values Values 
Period. | Declared — of in terms | Index of | Declared — of in terms | Index of 
Values. | Vijues, | of 1930 | Volume.} Values. | Yriref* | of 1930 | Volume 
wives. | Values. — Values. 
1930 = 1930 = 1930 = 1930 = 
Million£.| 100. |Million£.| 100. (|Million£.; 100. |Million£.} 100. 
1924...... 1,137 135-0 842 88-0 801 120-8 663 116-2 
BOT i cece 957 100-0 957 100-0 571 100-0 571 100-0 
a 798 81-0 985 102-9 389 89-4 435 76-2 


























The salient features disclosed by this calculation are the 
growing divergence between the indices of the average 
values and between the volume of retained imports and 
that of British exports since 1930. The index of average 
import values has fallen 19 per cent., while export values 
have declined only 10.6 per cent. This is, of course, a 
natural reflection of the character of British foreign trade, 
imports consisting chiefly of food and raw materials, which 
have fallen more in price than the manufactured goods, 
which constitute the largest proportion of exports. Despite 
a decrease of 16.6 per cent. in the declared value of re- 
tained imports, the volume index actually shows a rise of 
2.9 per cent. On the other hand, the decline of 31.9 per 
cent. in the declared value of exports has been accom- 
panied by a contraction of 23.8 per cent. in the quantity. 
The next table shows the changes which have taken place 
in the various classes of retained imports and domestic 
exports :— 


RETAINED IMPORTS. 









Food, Drink and 





Tobacco. Raw Materials. Manufactures. 
Index 
Period. De- Index | De- of aie 
clared of clared |Average Vol 
Values. -| Values.| Volume} Values.) Values. — 


1930 =| 1930 = 
100. 100. 


1930 = | 1930 = 1930 =| 1930 = 


Mn. £.} 100. 100. 











1924 ...... 541 135°5 | 88-5 324 153°3 | 99-6 266 122°5 76°6 
1930...... 451 100-0 } 100-0 212 100°0 | 100-0 283 100-0 | 100-0 
1931 ...... 397 81-3 | 108-2 148 74-1 93-9 244 84-9 | 101-7 








EXPORTS OF DOMESTIC PRODUCE. 





1924 ...... 57 116-8 | 101-1 106 140-3 | 119-0 | 619 | 120-5 | 116-7 
1930 ...... 48 100-0 | 100-0 64 100°0 | 100-0 | 440 100-0 | 100-0 
193] ...... 36 88-6 83-1 47 90-0 82-1 291 89-0 14-2 























There has been a marked expansion in the volume of food 
imports, amounting to no less than 22.3 per cent. since 
1924. The sharp contraction in the quantity of raw 
materials purchased by this country reflects the shrinkage 
in industrial activity. The story of depression in the British 
coal industry is told by the volume figure of raw material 
exports, while, as compared with 1924, the volume of 
manufactured exports has declined by 36.5 per cent. 


Finances of Uruguay.—A correspondent writes from 
Montevideo :—The financial outlook in Uruguay, despite 
the stagnation of business, appears to be taking a turn for 
the better. Such a statement may seem to be contra- 
dicted by the recent decision of the Administrative 
Council of the Republic to suspend the sinking fund, but 
it is generally felt in business circles here that only by 
so doing can the country obtain the necessary breathing 
space it requires. Suspension of that fund for the year 
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1932 will make it unnecessary to remit an amount calcu- 
lated at approximately $4,200,000 U.S. currency. De- 
terioration of the export trade, coupled with the diminu- 
tion of revenues based largely upon imports, has put this 
advanced little country into an unusually unpleasant 
position. Nevertheless, all who are well acquainted with 
Uruguayan affairs have confidence in the financial con- 
duct of the actual Administration. An internal loan has 
been arranged to a total amount of $2,000,000 for six 
months, renewable for a further six months. All the banks 
working in Montevideo have agreed to take up Treasury 
bills in this connection, and it has been established that 
such bills may, at need, be rediscounted as to 50 per 
cent. of their face value with the Banco de la Republica. 
It has been stated that the original intention was to make 
an issue of Treasury bills to a total amount of $4,000,000, 
of which part would be used for the present operation and 
part taken up by the same banks in the course of a few 
months’ time. Furthermore, approval has been given to 
& measure under which the Banco de la Republica 
is authorised to buy bonds of the Uruguayan national debt 
up to a total face value of $20,000,000. These bonds 
can now be obtained very cheaply in the foreign markets, 
and will be used as currency backing at their purchase 
value or at their current quotation, whichever may be the 
lowest; such bonds will be held as part of the 40 per 
cent. effective guarantee referred to in Article 1 of the 
Bank’s Statutes. It is officially declared that, thanks to 
stringent economies, the financial year ending on 
June 30th will close without a deficit, while expenditure 
on future administration purchases has been ruthlessly 
cut down. Thus, although no immediate recovery in 
Uruguay’s trade can reasonably be expected, it would 
appear that her affairs are now on a sounder foundation, 
and she should be in a position to share in the improve- 
ment that is looked for by Argentina when world trade as 
a whole takes a turn for the better. 


War Debts—A Correction.—A correspondent has drawn 
our attention to an error in the table showing the postpon- 
able portions of the war debts to the United States, 
published in last week’s Special Supplement on war debts 
and reparations. The main change is the omission of any 
postponable allowance for Belgium, whose payments of 
principal, as we regret we did not observe, are not sub- 
ject to postponement until after June, 1935, but in some 
copies there appears also to have been a printer’s error 
in the British figure. The following are the revised figures, 
relating to the year July, 1982, to June, 1933 :— 


Postponable 
Portion. 


Remainder 
Payable. 


Debtor. $°000. $000. 
Ce cannenee 1,125 5,502 
iad ccc laxtchspepevedbepeerteieneennt ig 8,250 
Tm 58 276 
clinic cab vaccucsibecnbsvenrbureests 12 60 
ea cbeugnebes 37 173 
SUE eae eee 37 178 
a ee a cere eecnbeepeuesi 90 425 
ST eC bescckicebhebescssenetbickipebetnarcenes 12,300 2.491 
a ees 21,477 38,523 
INIID tsi cnn i coc skenssbhboenbenensees 30,000 141,500 


As mentioned in the Supplement, Roumania, Czecho- 


slovakia and Jugo-Slavia have no postponement rights 
until 1937 or later. 





Overseas Correspondence. 


LEAGUE OF NATIONS. 
Disarmament Conference — Difficulties and Prospects. 


(FROM OUR SPECIAL CORRESPONDENT.) 
GENEVA, January 27. 
Tur Disarmament Conference will open, next Tuesday, 
not only with the problem of reparations and war debts 


unsettled; it will open with 200,000 square miles of 
Chinese territory under the military occupation of Japan, 
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Governments on the Council to make any serious effort 
to observe their obligations to maintain the principles of 
the Covenant, not to mention the Paris Pact and the 
Washington Nine-Power Treaty. The Conference will 
thus be down to the naked question of the possibility of 
reduction of armaments in a world where States cannot 
be expected to have much confidence in the covenants to 
which they have been exhorted to adhere. 


The second general consideration is that, even taking 
the chances of achievement at their best, it is well to 
understand at once that Germany will in any circum. 
stances declare the results to be inadequate. It is out of 
the question that the Conference will succeed sufficiently 
to satisfy German claims of equality, by which Germany 
means not necessarily equality in numbers but equality 
in conditions; that is to say, she should be a participant 
on equal conditions in any new international armaments 
convention in place of the armaments clauses imposed 
upon her in the Versailles Treaty. This cannot be con- 
sidered unreasonable from Germany’s point of view as a 
member of the League and thirteen years after the war, 
but quite definitely it will not be accepted. If one thing 
is plain, it is that neither France nor any of her Allies will 
consent to any convention without having as its founda- 
tion the continued observance by Germany of the peace 
treaty conditions on armaments, and this condition is in 
fact embodied in the Draft Convention. 


The third point is that as the time of the Conference 
has approached there has been a distinct hardening of the 
attitude of most of the Governments. Most, if not all, 
claim that they alone have really reduced their arms to 
the lowest point consistent with their security, and those 
who do not make this claim say that they have not yet 
had time to arm themselves sufficiently to be secure. 
Each State believes that she alone makes the claim with 
justification. Great Britain finds it quite impossible to 
understand why any foreigner should contest her peaceful 
need of the greatest fleet in the world, and fails to see 
any parallel in the French claim to superiority on land. 
The United States has withdrawn more and more into her 
Middle West shell. She is disinterested in land arma- 
ments; she will not participate in any way in strength- 
ening the means of security; she apparently will 
be content, like Great Britain, to invite other Powers to 
follow her good example. Japan has decided that with 
neighbours such as Russia and China she can do nothing; 
Italy and France are at loggerheads, and Italy, while pre- 
paring to go to any length in reduction of armaments, 
makes everything depend upon her ratio not being below 
that of any other European Power, meaning France. 


France conceives of no possible contribution unless her 
security is guaranteed to her satisfaction. This seems to 
mean an undertaking (which she will never get) that the 
British fleet will always be on her side. France’s effort 
at the Conference will be to revive the Protocol of 1924. 
There is no hope in this direction. Russia, dissatisfied 
with everything that has so far been attempted, will again 
propose complete disarmament; the sincerity of the offer 
will not be acknowledged, and its acceptance is out 
of the question. All the Powers bordering on Russia 
make whatever they may do dependent upon their esti- 
mate of what Russia is doing or may be trusted to do. 
Great Britain is credited with some ideas about the 
reduction in the size of war vessels, to which America is 
apparently opposed. Both have equal interest in the 
abolition of submarines, to which all the other naval 
Powers object. But there is no indication from any 
responsible quarter of positive proposals except from 
Russia, Germany, and one or two smaller Powers with 
little influence on large policy. 


One of the more serious difficulties is likely to be the 
question of budgetary limitation. The United States 
Government declines for itself any form of budgetary 
limitation, but is prepared to consider means of direct 
limitation and full publicity if other Powers accept 
budgetary limitation and some way can be found for 
measuring the equivalents. France does not accept 
budgetary limitation of naval material, as she considers 


and with the complete failure of the British and other ! direct limitation, together with the limitation of the 
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aggregate expenditure on armaments, is sufficient ; Japan 
takes the same line as France. Great Britain and Italy 
make their acceptance of budgetary limitation dependent 
upon the attitude finally adopted by other maritime 
Powers. As one of the main hopes les in some limitation 
of expenditure (there is no other method proposed for land 
material), these obstacles are serious, though there seems 
to be a feeling that they may be overcome. 

The general prospects in any event are not bright. It 
would be foolish to prophesy, and it is just as well to put 
expectations low. So much depends upon something 
being done, and so profound would be the gravity of 
definite failure, that it must be hoped that, as a 
minimum, the Powers will be frightened into some 
measure of progress which will not be too serious a dis- 
appointment. The Conference wil! begin with a general 
debate lasting several weeks, followed probably by an 
Easter adjournment, after which five Commissions— 
Political, Budget, Military, Naval and Air—will sit. 
There may be other adjournments, and there will certainly 
be alarums, excursions and deadlocks. 





UNITED STATES. 
Reconstruction Corporations — Banking — Trade. 


(FROM OUR CORRESPONDENT. ) 
New York, January 16. 


Tue new Reconstruction Corporation, now virtually 


through Congress and assured of Presidential blessing, is 


generally hailed as a means of arresting the rapid course 
of deflation, but opinions differ as to the amount of in- 
flation which may ensue. In most quarters, particu- 
larly among the large banks and the Federal Reserve 
Banks, the view is held that fears of inflation are greatly 
exaggerated, particularly on your side of the water. 
Admittedly much will depend on the character of the 
management. 

Although the new corporation will have an authorised 
lending power of $2,000 millions, it is expected that it 
will take at the start only $500 millions, and it is hoped 
that this sum may suffice for its needs during its life, 
especially since the main goal of the new body is the 
restoration of confidence. The $500 millions will probably 
be provided by the Treasury, which will obtain the money 
from short-term borrowings among the banks. This will, 
of course, mean a write-up of bank credit, but in so far 
as the credit is used to liquidate existing frozen bank 
credit, no net gain will take place. Banking authorities 
hope to limit the Corporation's activities largely to this 
scope. However, in addition to making loans to banks, it 
is counted on to provide money to some railroads for re- 
funding bond issues. While banks may hold part of these 
issues, which cannot be refunded through public offerings, 
owing to the bad state of the bond market, part also are 
held by the public. Substitution of bank credit for public 
savings to some extent is therefore likely, but that will 
not be allowed to run far. The point emphasised here 
is not that inflation is desirable, but that deflation for the 
moment has gone far enough and certainly fast enough. 


So far, the new credit-easing campaign of the Federal 
Reserve Banks has not been reflected in the statements 
of condition. Bill rates have been cut three times in the 
past week, the asking rate on 90-day documents being 
23 per cent., compared with a discount rate of 3} per 
cent. Such a wide spread has seldom lasted long without 
achange in discount rate. This week, total Reserve Bank 
credit in use fell $87 millions. Member bank borrowings 
were unchanged, for in spite of the large seasonal inflow 
of funds, the drop in currency circulation was only $42 
millions, whereas usually at this time it is over $100 
millions, and the Reserve system reduced its bill holdings 
by $61 millions and its Government securities by $14 
millions. Next week’s statement is expected to reflect 
more clearly the new operations, which are designed to 
stiffen bond prices and will at least have the effect of 
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making easier the credit operations of the Reconstruction 
Corporation and Treasury borrowing generally. 

In spite of the rise in bond and stock prices to about 
20 per cent. above the low levels of January 5, the market 
for new capital issues has not yet been tested. Offerings 
are very sinall and mostly of a Government nature. This 
week’s new issues were $15,140,000, against $3,422,000 
in the previous week and $282,815,000 in the previous 
year. Hederal Intermediate Credit Bank borrowing made 
up $12 millions of the total. The week's gold movement 
was marked by two large transactions, one of which added 
$12 millions to the earmarked stock and the other of which 
took $15 millions out of earmark. [Exports were $17 
millions and imports $4 millions. January imports to 
date are $20 millions, more than offset by exports of $25 
millions, with a net decrease from earmark of $3,500,000. 

An interesting summary of savings bank deposits for 
this district for December has just been published. 
Deposits of $110 millions show a decline of $2,897,000, 
whereas there is almost invariably a rise in December. 
Some interpret this as meaning that many depositors are 
now beginning to live on their capital, owing to widespread 
unemployment, and the explanation is also given that the 
low level of prices has brought some increased buying of 
goods, but statisties of wholesale and retail trade, indus- 
trial production and the distribution of goods do not as yet 
confirm this. However, none of the money is going into 
the securities market, so far as can be ascertained. 

No alarm is yet felt lest an exodus of foreign balances on 
the seale of last autumn should take place, but loss of gold 
shows the direction of the wind. Foreign balances here 
are now estimated at from $600 to $800 millions, and 
the amount of gold held under earmark at the Federal 
Reserve Banks is about $40 millions. This gold could be 
spared without appreciable effect on the money market, 
inasmuch as it already has been taken out of reserves. 


An echo of bank failures is heard in the January 2nd 
report of the Comptroller of the Currency on national bank 
capital and circulation. The capital of all national banks 
was $1,644 millions, compared with $1,736 millions a 
year ago. Some of the shrinkage is, of course, due to 
transfer from national to State charters. In spite of the 
numerous small bank failures, each with its small bank 
note circulation, total national bank note circulation has 
risen to $710 millions from $698 millions. The national 
banks have found it profitable to exercise their circulation 
privilege at current prices for Government bonds. 

Industrial news is indicative of continued slackness, with 
only mild seasonal rises. The steel industry is working 
around 23 per cent. of capacity, and buying by the 
motor and railroad companies fails to increase. Railroad 
traffic is practically at a standstill. Interest in the national 
motor show was gratifying, but it is yet too early to gauge 
public buying response to the new models offered for 
inspection. Most motor makers hope for at least as large 
an output for 1932 as was obtained in 1931. 


Foreign trade figures for December show exports of 
$184 millions, the smallest since September, 1914, and 
the smallest for December since 1909. Imports of $153 
millions were the poorest since October, 1915. They com- 
pare with exports of $274 millions and imports of $208 
millions in the previous year. For the full year 1931 
exports of $2,424 millions and imports of $2,090 millions 
compared with $3,841 millions and $3,060 millions for 
1930. Exports were the smallest since 1914 and imports 
were the smallest since 1915. 

After some delay the Chicago conference on railroad 
wages has begun. It is expected that railroad labour will 
wish to bargain for concessions in the matter of employ- 
ment and working conditions, but will, nevertheless, be 
willing to accept a 10 per cent. reduction in wages rather 
than take their chances through arbitration on the 15 per 
cent. reduction formally asked by the railroads. Mean- 
while arrangements are being made to make loans from 
the Railroad Credit Corporation available shortly, without 
waiting for an accumulation of surplus from the higher 
freight rates. 











Some interest was aroused in the final consummation of 
the Sinclair-Prairie Oil and Prairie Pipe Line merger, 
which has been under negotiation for the past year. The 
union ought to help strengthen the oil production and 
price situation. American Petroleum Institute officials 
are planning a conference for next week in an effort to 
curtail output another 200,000 barrels daily, the Sunday 
closings not having brought down production enough to 
offset the recent sharp drop in consumption. 


Publication this week of bank statements at the annual 
stockholders’ meetings passed off quietly, although some 
surprises were given by the extent of the writings down 
made necessary by the drastic reduction in market value 
of bank investments. The strongest institutions were 
not immune, but the reductions have not, of course, in any 
way hurt their standing. All that has happened is that 
stockholders have had to see a shrinkage in assets. As 
yet, dividends have not been affected. In the next few 
months it is believed that the movement to eliminate 
security affiliates from the large banks will go so far as to 
leave no more than one or two important institutions 
maintaining security investing and trading companies. 





FRANCE. 
Reparations — Revenue — Agriculture. 
(FROM OUR CORRESPONDENT.) 
Paris, January 27. 

Tne German developments in regard to a further repara- 
tions moratorium have apparently had a greater effect on 
French opinion of all categories than perhaps any happen- 
ing since the war. The French are now visibly nervous as 
to the immediate future. The public statements made by 
Senator Eccard with regard to Germany’s alleged secret 
expenditure on preparations for war have roused uncom- 
fortable interest among all classes, and the man in the 
street has had his imagination stirred by the idea that a 
Russo-German onslaught against the Western nations has 
now become rather more than a possibility. For the time 
being attention is closely focussed (and this not merely on 
the part of the less-well-informed section of the public) 
on the line France may be expected to take if Germany 
persists in refusing to resume reparation payments. 

M. Stéphane Lauzanne, in the Matin, suggests that the 
first thing to be done is for the Bank of France to refuse 
to renew its share of $25,000,000 in the $100,000,000 of 
credits extended to the Reichsbank through the B.I.S. 
(which fall due for reimbursement on February 4th), and 
thus put the mark in peril. ‘‘ When M. Moret hinted at 
this at Basle a week or so ago,’’ writes M. Lauzanne,“‘ Dr. 
Luther cried out that such a course would put the mark 
in danger; but what does the fate of the mark henceforth 
matter tous? ’’ Asasecond step M. Lauzanne urges that 
the Franco-German Customs Treaty of 1927 should be 
denounced, and German imports into France be subjected, 
in addition to the French gencral tariff duties, to a 26 per 
cent. supertax, the yield from which would be utilised to 
compensate France for unpaid reparation debt. M. Léon 
Bailby, in the Intransigeant, while approving these sug- 
gestions, points out that a third means of compensation 


might be found by France taking permanent possession of 
the Saar area. 


How far the French leaders are in sympathy with such 
proposals is highly questionable. It has been asserted by 
several newspapers during the past few days, however, 
without provoking any kind of official démenti, that the 
refusal of the bankers at Basle last week to give more than 
a conditional promise to renew the $100,000,000 credit 
was directly due to the intervention of M. Moret, the 
Governor of the Bank of France. Paris is now eagerly 
awaiting the decision of the Bank of France, which may 
possibly be arrived at during to-morrow’s usual weekly 
meeting of the Regents, or, as to-night seems more prob- 
able, may be deferred ‘* until a date in closer proximity 
to February 4th,’’ when the whole amount becomes due 
for reimbursement. 
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The question of exactly what amount France hag 
received on account of reparations has now become one of 
the crucial factors in the controversy between the two 
Governments directly interested. German official state. 
ments assert that France has already received more jp 
actual payments on reparation account than the recon. 
stitution of the devastated regions has cost her or yijl] 
cost her at the end of the account. It is made public 
to-day that M. Flandin, the Finance Minister, in a state. 
ment to the Chamber Finance Commission yesterday, 
asserted that down to June 30th last German reparation 
payments totalled (payments in cash, merchandise, 
cessions of territory, etc., included) 21,413,383,382 gold 
marks, of which the French share has been 8,151,060,569 
gold marks gross, or, after deducting cost of the armies 
of occupation and other charges, 5,165,144,047 gold marks 
net, or rather over 31,000,000,000 francs. In respect of 
compensation for losses of property, the Minister asserted, 
France had expended down to April 1st last 97,881,000,00 
franes, which still left a further sum of between 5,000 and 
6,000 millions unpaid. These figures leave out of account 
interest payments on sums paid by France. Further, a 
large proportion of the expenditure was made, it is stated, 
in franes of a value higher than the present currency. 
‘‘In other words,’’ the Finance Minister concluded, 
‘‘ reparation expenditure has cost us 175,000,000,000 
francs in capital alone, the total cost, including capital and 
simple interest, having been effectively 250,000,000,000 
francs.’”’ 


The revenue returns for December are the most un- 
favourable registered since the beginning of the current 
financial year. The total recoveries from ‘‘ normal and 
permanent "’ sources were 3,350,583,000 frances, against 
8,910,000,000 franes in the previous month, 
3,630,000,000 francs in December, 1930, and 
§,842,000,000 francs in the same month of 192%. 
The total for the month was 166,800,000 francs less 
than Budget estimates (whereas for the whole of the 
previous months of the financial year—with the exception 
of Mav, when there was a deficit of 77,500,000 francs— 
there has been a surplus, due to recent increases in many 
of the Customs rates). Total recoveries, for the first nine 
months of the financial year, although 1,187,000,000 franes 
below those for the corresponding period of 1930, were over 
49,000,000 frances above Budget estimates for the period 
covered. The yield from turnover taxes in December 
(which concerned business transactions in November) was 
563,341,000 francs, or 14 per cent., less than in December, 
1930. Of the other leading categories of imposts, taxes 
on securities alone showed a substantial increase as com- 
pared with December, 1930, the yield being 113,000,000 
francs, or nearly 30 per cent. more than in the last-named 
month. Customs duties produced 440,000,000 francs, ot 
9,708,000 frances less than in the corresponding month of 
1930. Registration duties were over 13 per cent. smaller. 
The largest decline during December was in income-tax 
receipts, which were 171,000,000 francs less than in 
December, 1930. The yield from this source for the mine 
months was 8,819,000,000 franes, or 769,600,000 francs 
below that for the previous corresponding period. 


Official returns of the potato crop in 1931 state that the 
entire yield was 26,429,000 quintals, as compared with 
11,954,000 quintals in 1930. The embargo placed on 
French vegetables and other agricultural products by 
Great Britain has had a serious effect on sowings for the 
new crop of potatoes. In Brittany, where some thousands 
of acres have for many years been devoted to raising 
potatoes for the British market, the closing of the latter 
against them has been philosophically accepted by many 
of the growers as permanent, and large numbers of them 
are reported to have already decided to devote themselves 
in future to the culture of tobacco. For this there 1s 4 
steadily growing and constant market in France, under the 
direct control of the Government, home-grown supplies 
being always largely smaller than demand, so that the 
loss to the national revenue from the closing of the British 
potato market seems likely to be compensated for to some 
extent by a reduction in the tonnage of imported tobacco. 
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involve danger to the currency. For this reason the pro- 
posal has found practically no supporters in Germany, but 
has met almost everywhere with reserve or decided 
negation. 





































GERMANY. 


Standstill Agreement — Washington Scheme — Bourse 
Question. we ms 
The remainder of Herr Wagemann’s plan is aimed at 
securing especial safety for the bank balances at the 
Central Bank which are only used for clearing purposes, 
and at keeping them apart from ordinary banking business 
so that there can be no question of the use of these short- 
term deposits for long-term credits. He has a series of 
devices for making good the sums which will thus be with- 
drawn from the long-term capital market. In the first 
place, the Reichsbank is to hold securities (the intention 
is that these should be principally redemption loans issued 
by the communes in respect of their short-term debt) 
against the notes of small denominations, and the pur- 
chase and sale of these securities at the same time to 
enable the Reichsbank to pursue a species of open-market 
policy. In the second place, he proposes, by the payment 
of extremely low interest on balances and other short- 
term deposits with the banks to give an inducement to 
every depositor to transfer from bank deposits to securi- 
ties. Finally, Herr Wagemann would like to follow the 
example of Switzerland and empower the German banks 
to issue bonds and grant long-term credits out of the pro- 
ceeds. This part of the scheme contains valuable sugges- 
tions, but it is very doubtful whéther the transformation 
of balances at the banks into securities ought to be 
encouraged at the present moment. Welcome as a rise in 
German security values would be, it is even more impor- 
tant to maintain the liquidity of the banks, which would be 
reduced by the withdrawal of deposits even if this were 
only for the purpose of purchasing securities. 


(FROM OUR CORRESPONDENT.) 

Bern, January 26. 
Tux conclusion of the new standstill agreement is regarded 
in Germany as the one ray of light in the otherwise gloomy 
outlook for international politics. The fact is not over- 
looked that the new agreement has a great many unsatis- 
factory features from the German point of view: the un- 
solved interest problem; the linking of the extension of the 
agreement with the prolongation of the issue banks’ credits 
to the Reichsbank, for example, and the compulsion upon 
the German banks to share the security received from 
their customers with the foreign lenders where these cus- 
tomers are granted credit out of the banks’ own funds and 
from foreign loans. Nor, naturally, does Germany like the 
right which had to be accorded to foreign creditors to ter- 
minate the agreement in the event of disagreement with 
the Reichsbank as to the possibility of transfer. All these 
points involve dangers if political or economic conditions 
grow still more acute. 


All the same, the new treaty, which is no longer officially 
called a standstill agreement, but ‘* German Credit Agree- 
ment, 1952,’’ is regarded as an important advance, not 
ouly because it frees the Reichsbank from further pay- 
ments, but, above all, because it is an attempt to pave the 
way for a final solution of the question of the frozen 
credits. With the aid of a little optimism it is even pos- 
sible to imagine that this agreement might be the last of 
its kind, for even if the representatives of the foreign banks 
were not in a position to make any concession for a con- 
solidation of German short-term credits, the agreement 
provides for the possibility of the foreign creditors con- 
verting, on their own initiative, the short-term demands 
which are for the time being uncallable into a long-term 
obligation, The inducement to such a course will certainly 
be in many cases substantial. If such transactions become 
frequent, Germany’s short-term debt would be so much 
reduced that special standstill arrangements would no 
longer be necessary, but such an issue could not be ex- 
pected for some time. 


Professor Wagemann did not inform either the Reichs- 
bank or the Government of his project before he published 
it. There is little doubt that the Reichsbank is completely 
opposed to it, and the Government is very anxious that 
the completely unofficial character of the document should 
be impressed upon the public. 


Now that the new standstill agreement has been con- 
cluded, the question of reopening the stock exchange has 
once more been raised, as the Reparations Conference is 
now not likely to take place before the French elections, 
and the exchanges can hardly be kept closed for so long. 
The trading by telephone which is going on at present 
cannot be controlled, and as it gives rise to lack of con- 
fidence it can be no complete substitute for the stock 
exchanges. The Government and the Reichsbank are still 
afraid that violent fluctuations in security prices may have 
serious disturbing effects both at home and abroad, but all 
the same, it is probable, not that official Stock Exchange 
trading will be resumed, but that there will soon be private 
trading on the stock exchange premises, in which prices 
will be established and published, whereas at present the 
publication of prices is forbidden. Such a relaxation would 
suffice as a beginning, it would not be a bold experiment, 
and it would give time to see if any of the fears were 
realised. Meanwhile prices in the transactions between 
banks have again shown a firm tendency. 


The reports of the Creditors’ Committee has confirmed 
the estimates of the Wiggin Report as to the amount of 
Germany's short-term indebtedness (8 milliard marks). 
The four milliards by which the Reichsbank statistics ex- 
ceeded this sum are believed by the Committee to consist, 
as to by far the greater part, of debts of German firms to 
foreign subsidiaries, or of German subsidiaries to their 
foreign parent firms, or of other forms of industrial par- 
ticipations which only theoretically constitute short-term 
indebtedness. The world-wide sensation which was caused 
afew months ago, when Dr. Schacht accused the Reichs- 
bank of withholding the results of its investigations from 
the public, will still be remembered. It is now evident 
how fully justified the Reichsbank has been in the fore- 
sight which would not allow it to publish these figures 
without the most careful examination of their economic 
significance. 


The President of the National Bureau of Statistics, 
Professor Wagemann, last week published a scheme for 
the reform of the constitution of the Reichsbank and for 
profound changes in the regulation of private banking 
Which has attracted considerable attention. Professor 
Wagemann proposes to limit the requirements for gold 
and foreign exchange cover to notes of denominations ex- 
ceeding 50 marks, but to extend them to bankers’ balances 
at the Reichsbank. This extension, on the one hand, and 
limitation, on the other, do not, however, cancel out, as 
notes of less than 50 marks constitute 7 per cent. of the 
entire issue. If the Wagemann scheme were put into 
Practice, therefore, the cover percentage of the Reichsbank 
Would be greatly improved without any change in the 

ank’s real resources. Although Herr Wagemann him- 
self is strongly opposed to any scheme of inflation, such a 
reform can only have the object of enabling the Reichs- 

ank to extend its advances in a manner which might 





AUSTRIA. 
Banking — Industry — Railways. 


(FROM OUR CORRESPONDENT.) 
Vienna, January 25. 
Tne fight of the economic corporative bodies, which is 
being carried on against the restrictions on foreign cur- 
rency, still continues. The main association of indus- 
trialists and the tradesmen’s association have passed 
strongly-worded resolutions, in which they point out that 
export trade will cease altogether and that further closing 
down of factories and business will become necessary, if 
the present foreign exchange policy is continued. The 
tradesmen’s association has specifically declared that it 
regards the statements of the head of the Government, 
concerning the negotiations in Geneva and the general 
economic situation, as far too optimistic, and that it is 
facing the future with the gravest concern. On the other 
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hand, the National Bank still adheres to the view that in 
accordance with the recommendations of the Financial 
Committee in Geneva it must deal still more stringently 
with the matter of foreign exchange. It also points out 
that it is constantly parting with foreign means of pay- 
ment and that outgoings are greater than incomings. Con- 
sequently it suggested to the committees of foreign 
creditors that until further notice under the second stand- 
still agreement for the banks and firms only 5 per cent. of 
the sums due should be repaid. It withdrew this sugges- 
tion later, and, instead, it inserted the advice that for the 
time being no capital repayments should be made on 
short-term credits, and that any fresh agreement which 
might be made should have a duration of at least six 
months. It is certain that the foreign exchange restric- 
tions and the developments of last year have brought the 
National Bank but little advantage. It has large reserves 
at its disposal, but it wants to increase them, especially 
as it is necessary to write off the Credit-Anstalt shares 
which it took over, as the shares have really become value- 
less. There must also be some writing off of the bill 
portfolio, whereas in previous years it was the pride of 
the National Bank that it never had to take such action. 
Further, reservations are necessary on account of the 
various eredits which the National Bank has raised; and 
in view of this it is the intention of the Bank greatly to 
reduce its dividend. There is even talk of a reduction 
amounting to as much as 50 per cent. 


In regard to the balance sheets of the other banks, it is 
not yet possible to say whether the Bankverein and the 
Escompte-Gesellschaft will refrain from distributing divi- 
dends and strengthen their reserves or whether they will 
consider a curtailment of their dividends sufficient. Last 
vear the dividend of the Bankverein was one schilling and 
that of the Escompte-Gesellschaft 10.50 schillings. In 
the case of the Liinderbank, the views of the French money 
market come into consideration. In general, the balance 
sheets of the banks and of the industrial enterprises will 
not be easy to make up this vear, and the Government, 
too, may see itself compelled to give guidance by special 
legislation for the making up of balance sheets. Several 
managements of enterprises demand that the losses which 
have been sustained on investments and shares should not 
be written off at once, but only over a period of several 
years. Again, the foreign exchange restrictions are also 
causing difficulties in relation to the balance sheets, as 
the question must be considered at what rate conversions 
are to be made. Current business is very poor at the 
banks. Issue business and the stock exchange are com- 
pletely stagnant, and business in foreign exchange is 
centralised at the National Bank, so that there remains 
only the margin of profit between rates of interest for 
debits and credits. The consequence is that most of the 
banks are further cutting down their staffs. This, again, 
gives rise to further unemployment. There are now 
350,000 unemployed in receipt of the dole in Austria, and 
in Vienna itself a high record has been reached. 


The clearing treaties, which were expected to stimulate 
business, have proved a great disappointment. During the 
past few weeks exports have declined greatly, so that 
the supply of foreign means of payment has also dwindled. 
The conflicts arising even in the National Bank itself in 
regard to the treatment of the foreign-value questions, 
have caused the general manager, Dr. Brauneis, to hand 
in his resignation. It is well known that right from the 
beginning he was opposed to undertaking such an onerous 
guarantee for the Credit-Anstalt, and that he also objected 
to having the bill portfolio increased to its present volume. 
It is characteristic of the analysis of the note circulation 
that the greatest increase is observable in the 1,000- 
shilling notes, which now comprise nearly 20 per cent. of 
the whole circulation. This shows that the large notes 
are mostly being saved privately, otherwise it would be 
impossible to explain the increase of 150 per cent. in notes 
of this denomination. 


Company floating stopped completely last year. There 
were only eight joint-stock companies and 84 limited com- 
panies founded. This illustrates the complete stagnation 
of financial business. On the other hand, more and more 
enterprises are being liquidated, especially those belonging 
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to the Credit-Anstalt syndicate. Negotiations are at 
present in progress at the Krupp Works at Berndort for 
the purpose of inducing the German relatives of the head 
of the firm to participate financially or, at least, to take 
over a portion of the commitments. These negotiations are, 
however, very difficult, and it is therefore probable that 
further reduction of output will be necessary at this works, 
The Minister of Finance lately declared in Parliament that 
the position of the Federal Railways is difficult, and that, 
in accordance with the wishes of the Geneva Financia] 
Committee, a stricter control of the railways is to be exer. 
cised by the Government. Further retrenchment is bein 
practised, but the unfavourable results of the first elevep 
months show that the drop in transportation is greater 
than the possibility of saving. Revenue from passenger 
and luggage traffic amounted to 178.8 millions (202.3 in 
the year 1930), and that from goods traffic to 297.1 (against 
337.4) million schillings. The Federal Railways do some 
repair work on wagons and locomotives under their own 
management. Private works have suffered on this 
account, but there is reluctance to give up these repair 
works of the Federal Railways completely, because this 
would mean further dismissals of employees. The Federal 
Railways are compelled to effect the greatest savings, 
because the two credits, which were raised abroad, are to 
come under the standstill agreement, so that a further 
influx of foreign capital seems hardly likely in view of 
the present situation of Austria in regard to foreign 
commitments. 





HUNGARY. 


Foreign Trade — Transfer Moratorium — Foreign Debt 
Problems. 


(FROM OUR CORRESPONDENT.) 


BupaPEst, January 25. 

Harpy a day passes in Central Europe without a fresh 
severe blow to foreign trade. Restrictive measures to 
protect the currency are almost daily announced by the 
Danubian countries. Under such circumstances it is not 
difficult to forecast that, unless a miracle happens, the 
volume of foreign trade will further decrease. Almost 
simultaneously with the publication of the greatly 
diminished foreign trade returns for the past year, 
Hungary was compelled to restrict the free importation 
of certain commodities—ranging from cheese and apples 
to silk and timber—in defence of the pengd. The 
development of foreign trade in the last four years is a8 
follows :— 


(In million peng6.) 
Total value 


Imports. Exports. Balance. of trade. 
BD iexecintcanscnes 1,211-4 826-0 — 385-4 2,037°4 
nr 1,063°7 1,038-5 - 25:2 2,102-2 
MD. witesenceaunans 832-9 910-4 + 77-5 = 1,743-3 
BEL “snbicsssannsess 543°5 572-2 + 28-7 1,115-7 


The catastrophic fall in the prices of agricultural com- 
modities is amply demonstrated by the sudden shrinkage 
of the total value of trade. And yet a favourable 
balance of trade is the only means whereby Hungary can 
pay the service of her huge external debt. Even if, under 
the transfer moratorium, the service of the “* sacrosants, 
amounting to 65-70 million pengé, can be transferred, 
there still remains 220-230 million pengd, the future of 
which is much discussed now in Hungary. 

Before dealing with the future use of the non-transfer- 
able amounts, it must be pointed out that the priorities 
given to the League Loan of 1924, the Treasury Bonds of 
1931, the Caisse Commune pre-war rentes, and the B.1.5. 
credit services are more and more resented by the other 
creditors. It is pointed out by the antagonists of the pre- 
ferential treatment accorded to the State loans, that It 
would have been more equitable to transfer a fraction of 
the interest due on all loans, be it as low as 1 per cent. 
There is little doubt, however, that any fresh discrimina- 
tion between the creditors at this stage would only make 
more difficult the final settlement arising out of the finan- 
cial plight of the country. 
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Though Hungary was not directly interested in the 
Lausanne Conference, its postponement is viewed with 
great concern, because it is generally believed that 
Hungary’s creditors cannot be approached to agree to a 
scaling down of the unbearable interest rates on 
Hungary’s foreign debts until after the settlement of the 
German problem. Unfortunately, Hungary cannot afford 
to wait. The unsolved problems arising out of the pro- 
visions of the transfer moratorium need urgent and states- 
manlike solution, which can only be arrived at after a 
thorough investigation of the country’s capacity to pay in 
the next one or two years. The uneasiness displayed by 
the American creditors about the priorities of transfer 
accorded in the Decree of December 23rd makes it im- 
perative that no further decision of importance should be 
made by Hungary without consulting such representatives 
as the creditors may, as a body, nominate. 


As a matter of fact, Baron Kordnyi, the Finance 
Minister, who has just returned from Geneva, has 
declared in the Emergency Committee of Parliament that 
he has suggested to the League Financial Committee that 
the creditors in each country should form a group and 
that these groups should send delegates to negotiate with 
the Hungarian Government. He stated that every effort 
will be made to use the non-transferable amount of 
220-230 million pengd in such a manner that no infla- 
tionary or deflationary consequences may follow. It 
would be a fatal error, however, to believe that the collec- 
tion of nearly 300 million pengé of interest and sinking 
fund due to foreigners, whether transferred in part or not 
at all, is feasible without some inflationary or deflationary 
consequences in a country which is collectively insolvent 
as a result of the radical change in the price level and the 
partial misuse of borrowed foreign funds. It follows that 
the country’s capacity to pay must be investigated and 
certain guiding principles established as to the fate of the 
non-transferable sums until a general scaling down of 
interest rates and the general recovery of the world 
liberate Hungary from her present paralysed state. 


In the last quarter of 1931 the note circulation has 
oscillated between 350-450 million pengd, or 10-15 per 
cent. less than a year ago. On the other hand, the bill 
portfolio of the bank, including the rediscounts through 


the B.I.S. and other central banks, has more than 
doubled, ranging from 500-589 million pengd. The fact 


that the bill portfolio of the central bank is considerably 
higher than its note circulation is in itself a sign of extra- 
ordinary pressure on the bank, and it is a warning that this 
abnormal discrepancy should not be allowed to grow. 
Though the National Bank has reduced its discount rate 
on January 19th from 8 per cent. to 7 per cent., it is hoped 
that the decrease will not bring about an undesirable 
increase of the swollen bill portfolio, as the whole credit 
system is cut off from external influences, so that the 
machinery of the Bank rate has lost its regulating effect 
on the volume of credit. But the danger still remains that 
the huge interest and sinking fund service due to the 
foreign creditors, amounting to nearly 300 million pengé, 
and the considerable sums due to internal lenders, 
amounting to several hundred millions, cannot be met 
otherwise than by increasing, at least partly, the principal; 
and this will, of course, bring further pressure on the 
National Bank. 

:xtraordinary measures are bound to bring extra- 
ordinary results, and Hungary will soon experience the 
phenomenon—hitherto unknown in modern banking prac- 
tice—of an inflated bill portfolio as the result of inability 
to meet the debt charges from current income, and, at the 
same time, a deflated circulation due to the piling up of 
the non-transferable debt service, which, if allowed to be 
used for reinvestment, will undoubtedly inflate the price 
level. But other evils will also arise from reinvestment. 
For instance, how can Hungary ever hope to transfer 
the interest on the accrued debt of the phantom pengé, 
which do not represent real value, if she is unable to 
pay now? The present foreign debt of 4,094 million 
pengd would grow to 5,000 millions in three or four years 
if there is no corresponding export surplus to meet the 
present debt service. Wiser counsels begin to point to the 
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fact that the annual merchandise surplus available for the 
debt service will be about 100-150 million pengé at best, 
so that a scaling down of the 7 and 8 per cent. interest 
rate to 3 per cent. is the only way to avoid a complete 
collapse. 

There can be few optimists, either in Hungary or abroad, 
who believe that any merchandise trade balance of impor- 


tance could be realised so long as the presen. paralysis 
of foreign trade and the control of foreign exch \iges con- 
tinues. In face of such tremendous difficulties, which no 


nation can hope to remedy without intern: ional co- 
operation, it would be very mischievous to undurmine the 
economic and financial system of the country by ignoring 
the unsolved problems arising out of the transfer mora- 
torium. The dangers of delay in the case of Hungary, 
owing to its smaller forces of resistance, are even greater 
than in that of Germany. 





JUGOSLAVIA. 


Debt Question — Finance — Trade Prices. 


(FROM OUR CORRESPONDENT.) 


BELGRADE, January 16th. 

Dr. Brunine’s declaration regarding reparations gave rise 
to considerable pessimism in Jugoslavia, as evinced by 
the heavy fall in State securities during last week. It is 
felt here that his declaration was tantamount to prejudg- 
ing the issue, and was therefore both a grave tactical 
blunder and an act of bad faith. For, it is argued, if inter- 
national agreements can be repudiated by any one signa- 
tory without general consent, will not all agreements run 
the danger of being considered merely ‘‘scraps of paper’’ ? 
General public opinion had already realised that repara- 
tion payments on the scale in force hitherto were, apart 
from any political and moral issue, an economic impossi- 
bility, and that a general reduction was bound to follow; 
but Dr. Briining’s declaration may be said to have rather 
stiffened Jugoslav opinion than otherwise. There can be 
no doubt that Jugoslavia unreservedly endorses the 
French attitude. 


The need is strongly felt here of maintaining at least 
such a minimum of reparations as would ensure the 
service of war debts (unless these are remitted) and would 
cover such Government obligations as result directly from 
reconstruction needs (service of internal Reparation 
Bonds, service of Blair loan concluded in U.S.A., and war 
pensions), which amount annually to about £1,900,000 
at par. The total present debt service of Jugoslavia 
amounts to 1,200,000,000 dinars, of which 400 millions are 
needed for internal loans, 600 millions for foreign loans, 
and 200 millions for war debts. This would work out 
for the vear 1931-32 at 85 dinars per head with an income 
per head of 4,500 dinars, if we estimate income at 25 per 
cent. below that of three years ago. This in itself could 
hardly be called a crushing debt service if it were not that, 
with the cancellation of reparation payments by Ger- 
many, the Government would be faced with the problem 
of finding gold for transfer to the amount of 600 (or with 
war debts 800) million dinars annually. This, again, with- 
out adequate credits, is, in view of the present inter- 
national trade war and restriction in bills, no easy matter. 


The actual drain of gold from the country may be ealcu- 
lated from the weekly statements of the National Bank. 
The gold and bill cover on June 28th, the date when the 
first statement after the stabilisation of the dinar was 
issued, was 2,291,500,000 dinars, while that on Decem- 
ber 31st was 2,096,800,000 millions. If to this difference 
of 200 million dinars we add the amount received from 
France, 550 millions, and other credits which appear to be 
between 150 and 200 million dinars, then the actual 
deficit in the balance of payments for the second half- 
year would equal about 900 to 950 millions. This, at a 
rough guess, would place the deficit in the country’s 
balance of payment for the whole year at about 1,600 
to 1,700 million dinars, which would agree fairly well with 
the figures for 1930 as supplied by the Zagreb Chamber of 
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Labour, when the deficit was estimated at 1,390 miliion 
dinars. 


Other interesting sidelights on national finance are also 
thrown by the end-of-the-year statement of the National 
Bank. The increase in the circulation from 4,563,800,000 
to 5,172,200,000 dinars during the second half-year 
clearly shows the tightness of credit and need for cash, 
while the increase of credits from 1,458,600,000 to 
2,252,800,000 is a proof of the seriousness of the run 
on banks during the last quarter. It may be remarked 
as a tribute to the work of the National Bank that not a 
single bank failure was recorded. Finally, the decrease of 
foreign bills in the cover from 742 to 332 millions, and the 
increase in gold from 1,540 to 1,758 million dinars give 
evidence that the Belgrade National Bank has followed 
the lead of other banks in turning their cover into gold. 
During the second half-year the total cover has fallen from 
41.10 per cent. to 37.51 per cent., but the gold cover has 
risen from 27.63 per cent. to 31.46 per cent. 


Regarding Government finances, which form the central 
problem, we have no complete and reliable end-of-year 
figures. It may be noticed, however, that the Treasury 
has withstood the strain of the last quarter better than 
expected. No new cuts in salaries or new impositions 
have been announced since October Ist, while on the other 
hand the Treasury had returned by December 31st its 
credit of 500 million dinars advanced to it by the National 
Bank. That this could have been achieved only by very 
strict economy and by an increase in the floating debt goes 
practically without saying. It is interesting, however, to 
learn that the loss on the export of 30,000 trucks of wheat 
was not more than 185 million dinars. With the right of 
using a credit of 600 million dinars from the National Bank 
and the gain of 200 to 300 million dinars from the minting 
of silver dinars probably in the spring, the Government 
should be in a slightly easier position during the coming 
months. 

Trade is practically at a standstill, and is 30 per cent. 
lower than in 1930. During the first eleven months of 
1931 exports amounted to 3,087,000 tons, worth 4,419 
million dinars, as against 4,426,000 tons, worth 6,286 
million dinars ; imports, on the other hand, were 1,047,000 
tons, worth 4,502 millions, as compared with 1,392 tons, 
worth 6,437 millions, in 1930. Some small satisfaction 
may be had from the fact that the deficit during this 
period is not greater than 82 million dinars, whereas the 
deficit in 1930 was 151 millions. It may be remarked as of 
interest that, although the large majority in the country is 
protectionist, the free trade minority has of late been 
given a much more careful hearing. 


With such trade conditions it is no wonder that the 
index of prices continues to fall. According to the 
Privredni Pregled, the end of the year index for the last 
five years was :—December, 1927, 1,578; December, 1928, 
1,523; December, 1929, 1,413; December, 1930, 1,175; 
and December, 1931, 1,025. The last figure is mislead- 
ing, however, as it includes wheat, which is maintained 
at an artificially high level through the introduction of 
Government monopoly. This will be obvious if we com- 
pare the index figures of the various groups separately at 
the end of 1930 and 1931; stock-raising products fell from 
1,292 to 929, fruit from 1,040 to 780, industrial goods from 
1,471 to 1,183, and groceries from 1,081 to 1,031, as 
against a rise in agricultural produce from 808 to 1,100. 





GREECE. 


Financial Situation — Debt Service — Commercial 
Policy. 


(FROM OUR CORRESPONDENT.) 


ATHENS, January 22. 
BakELy a month has elapsed since the late Governor of 
the Bank of Greece, Mr Dioméde, expressed his emphatic 
disagreement with Mr Maximo’s plan for meeting the 
financial and exchange difficulties (reported in the 
Economist of December 19th last, page 1180), which he 
characterised as dangerous and detrimental to the interests 
and the credit of the country. To-day, Mr Dioméde pro- 
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poses a similar plan, differing from the other in that it 
concerns the sinking fund of the public debt, instead of the 
interest on the external debt of the country, which was the 
object of Mr Maximo’s plan. 


In an address delivered at a meeting of the Technical 
Chamber of Greece, Mr Dioméde, speaking on the inter- 
national crisis and the economic difficulties of Greece, 
made a series of suggestions for remedying the situation, 
analogous to those expounded in recent years by econo- 
mists in every country. Among these suggestions, the 
most effective in its immediate reaction on the financial 
situation of the country would be that regarding the ser- 
vice of the debt. On this point, after declaring that it is 
uneconomic to burden the present generation with too 
high a sinking fund, calculated to redeem within 12 years 
about two-fifths of the public debt, he added that the 
amortisation of the debt may be spread over a longer 
period without prejudice to anybody. The annual sinking 
fund is 1,100 million drachmas, not including the war 
debts. Of this amount, a sum of £1,200,000 is paid 
abroad. About 11 per cent. of the Budget expenditure 
represents sinking fund payments, a huge proportion, 
according to Mr Dioméde, and one not to be found in the 
budgets of other States. This leaves a margin, he said, 
in respect of which an agreement might be reached, which, 
without damaging the credit of the country or injuring 
anybody’s interests, would relieve the monetary position 
of the Treasury and bring about a saving in foreign ex- 
change in a period of scarcity. It would at the same time 
provide funds for meeting any expenditure the suspension 
of which would injure the economy of the country. 


Before the news of the postponement of the Lausanne 
Conference was received, Mr Venizelos had left for Rome 
and Paris. In a statement to the Press, explaining the 
reasons for his journey, he said that he wished to discuss 
with the responsible statesmen the situation created by 
the world crisis in every country, and particularly in 
Greece. For, after ascertaining the intentions of the 
financially stronger States, the further policy of this 
country will be fixed. ‘‘ In any case,’’ he stated, ‘I 
must declare that Greece, though struggling against great 
difficulties and believing that she is entitled to assistance, 
will not, even if assistance is not forthcoming, take any 
unilateral decision, which might be construed as a breach 
of engagements freely undertaken by her. The expression 
of such intentions, whatever its origin, does not represent 
the policy of the Government.’’ The Vice-President of 
the Council and Minister for Foreign Affairs, in an inter- 
view with the correspondents of the foreign Press, de- 
clared that ‘‘ Greece will fulfil her international 
obligations up to the last minute.’’ The Government 
would ask at Lausanne for certain combinations and 
facilities which would lighten the position of the country, 
rendered serious on account of the moratorium on repara- 
tions and the world crisis. Asked to specify these facili- 
ties and combinations, he declined to mention them. As 
to the reports that Greece might suspend the sinking fund 
instalments on her debt, he stated that, in the present 
international circumstances, should any country adopt 
such a course it could not be blamed nor accused of bad 
faith. In the case of Greece, he hoped that if the Finance 
Minister's plans materialised the necessity of taking such 
a measure would be avoided. 

Meanwhile the receipts of the revenues assigned for the 
service of the Greek debt for the first 11 months of the 
past year reached a total of Drs. 3,622 millions, as against 
Drs. 3,611 millions for the corresponding period of 1930. 
The receipts of November, however, taken alone, show 4 
slight falling off as compared with November, 1930. On 
the other hand, public revenue as a whole is declining, 
and, should this tendency continue, an embarrassing situa- 
tion might be created. Should Mr, Venizelos be able to 
secure a foreign advance, the effect would be doubly good; 
for, on the one hand, the foreign exchange reserve of the 
issuing bank will be strengthened, while, on the other hand, 
a breathing time will be given to the Treasury, pending a 
settlement of the international economic anomaly. 

The proportion of the reserve of the Bank of Greece 
stood, on January 15th, at 39.12 per cent. of its sight 
liabilities, having fallen for the first time below the 
minimum statutory ratio of 40 per cent. In order to econo- 


mi 
the 
hik 


col 


dit 
agl 
pre 
the 
wh 
Wi 
Tu 
pre 


pr 


=< We we Se fe 


Oo = 


A 
i 


id, 


a 
ya 


ce 
rht 


no- 








[January 30, 1932. THE ECONOMIST. 239 








mise foreign exchange, the opinion is gaining ground that 
the import from abroad of certain articles should be pro- 
hibited. Moreover, Greek representatives in foreign 
countries have been instructed by the Ministry for Foreign 
Affairs to notify the Governments to which they are accre- 
dited that Greece wishes to conclude ‘‘ compensation ”’ 
agreements with them and that, to this effect, she is even 
prepared to denounce existing commercial agreements. At 
the same time plans for a monopoly of the importation of 
wheat and sugar are under consideration, while delegates 
will be sent to a conference in Constantinople between 
Turkey, Bulgaria and Greece for a concerted policy in the 
production and trade of tobacco, this country’s chief export 
product. 


TO THE EDITOR OF THE ECONOMIST. 


Sir,—May I point out that the prices of barley from the 
Soviet Union, the United States and Roumania, which I gave 
in my letter in your last week’s issue were, so far as they 
related to 1931, for the first three months of that year only? 
I had inserted a heading to that effect, but it was omitted in 
print. No official figures are so far available for Russian barley 
beyond March 3]st last. 

May I also say, with all due respect, that the fact that 
Russian exports so far have borne only a small proportion to 
the exports of the world as a whole, seems to me to make no 
difference to the effect that certain important Russian exports 
have had on the prices of these commodities in the British 
market? These effects are clear to anyone who studies the 
Board of Trade returns, and it seems to be inevitable that the 
fall here must have had a considerable influence on the 
prices of these commodities in other countries. German exports, 
though larger in volume, have not affected the prices of these 
commodities here, so far as our trade returns show, except 
possibly in the case of oats in 1929 and 1930. In both of these 
years, however, and in the first three months of 1931 (again 
the latest period for which Russian figures are available), the 
Russian prices were far below the German; and in 1931 imports 
of German oats to our market became negligible. 

If, Sir, as I believe, your paper exists to extend information 
on economic facts, would it not be better worth while to en- 
courage a study of the figures in the Board of Trade Returns, 
as I suggested, rather than to dismiss as ‘ prejudice ’’ an 
attempt to bring before your readers official figures which I 
believe are likely to be new to many of them, and which it 
seems to me impossible to ignore if it be recognised that the 
fall in prices is the ‘‘ root cause’’ of our present economic 
troubles? We may ultimately differ in our interpretation of 
the figures in the Returns, but surely it should be the part of 
the Economist to encourage their study ?—Yours, etc., 

Katuaring ATHOLL. 
























Letters to the Coitor. 


THE CRISIS. 
TO THE EDITOR OF THE ECONOMIST. 


Sin,—The Duchess of Atholl’s dislike of the Soviet political 
system appears to have drawn her into conclusions as to the 
effect of Russia’s foreign trade upon world economic conditions, 
to which a dispassionate survey of the facts lends no support 
whatever. Your editorial note, last week, pointed out that a 
country which supplies only some 2 per cent. of the world’s 
total exports cannot have any considerable effect upon world 
prices. What is true of Russian exports as a whole is equally 
true of particular commodities. 

In regard to wheat, Russia in 1930-31 exported only some 
100 million bushels out of a total world trade of 800 million 
bushels, and at a time when unsold stocks in North America 
available for export amounted to fully 400 million bushels. 
Much of the considerable drop in wheat prices during 1930 
occurred, in fact, before the grain trade became aware even 
of the likelihood of appreciable Russian exports; thus the 
price in London of No. 2 Manitoba fell from 57s. per quarter 
at the beginning of 1930 to 39s. in the third week of July, 
whereas samples of the new Russian crop did not appear until 
the following week. 

What is true of wheat is even more true of other com- 
modities. Russia’s butter exports form only about 2 per cent. 
of total world exports, and about 3 per cent. of British imports. 
Russia contributes some 1 per cent. of our total imports of 
eggs, and in 1930 the proportion was even smaller. 

And there is not a shadow of foundation for the charge that 
the Russian exporting organisations or the British firms acting 
for them dispose of their produce at specially low prices. They 
frame their selling programme with due regard to their expec- 
tation of probable market conditions and get the best price 
the market will pay. For what conceivable reason should they 
make free gifts of part of the market price of their goods, 
to importers or distributors who would naturally resell at the 
full market price? In fact, if the grain market records, e.g., 
for the last year, are examined, it is not at all difficult to 
demonstrate that the selling policy of the Russians has been 
far more successful commercially than that of the Canadian 
Pools or the American Farm Board. 

Nor is it irrelevant to point out that the Russian exporting 
organisations have not been unwilling to enter into mutual 
agreements with other countries for stabilising prices on a 
reasonable basis. This has happened in the case of mineral 
oils, platinum and timber, and might have happened last year 
in the case of wheat but for the opposition of the U.S.A. 

The Duchess speaks of Russia ‘‘ elbowing out our former 
customers.’? This is the very reverse of the true situation. 
The economic disorganisation during and since the war gave 
North and South America the opportunity of monopolising 
European consuming markets which had previously been 
supplied with foodstuffs from Russia and Eastern Europe in 
return for exports of manufactured goods. The failure of 
America correspondingly to expand her purchases from Europe 
is a major cause of the present exchange disorganisation. The 
recovery of Russia is now ending this situation; for she is 
reducing Europe’s need to buy from America and at the same 
time is expanding her purchases from abroad concurrently with 
her sales. 

Finally, it is significant that the prices of those goods which 
Russia exports have not fallen on the average any more than 
the prices of other goods of which she is a buyer and not a 
seller ; for instance, tea, coffee, tin, various vegetable oils, jute, 
cotton, rubber and copper.—Yours, etc., 

Hazlitt House, E. F. Wisk. 

Southampton Buildings, W.C.2. 

January 27, 1932. 


98, Park Elm Gardens, S.W. 10. 


[Our suggestion was that our correspondent’s inferences from 
the given data were “ prejudiced.’’ The conclusion, we regret, 
still seems to us unescapable.—Ep., Econ.] 





BOOKS RECEIVED. 
{Brief} mention of a book in this column does not necessarily 
mean that it will not receive fuller notice in a’subsequent issue.] 


(Jt would be a convenience to our readera if publishers would 
make a point of notifying us of the prices of booka,sent for 
inclusion tn this column. ) 

The Banks and Prosperity. By Lionel D. Edie. 
(London) Harper and Bros., 90, Great Russell Street. 
7s. 6d. net. 

A discussion of the part played in the economic system by the 
great central banks of issue, and the contributions they might 
make towards the restoration of prosperity. 

Essays in Persuasion. By J. M. Keynes. (London) 
Macmillan and Co., St. Martin’s Street. 10s. 6d. net. 

A collection of essays taken from Mr Keynes’ published work. 
International Review of Agriculture, December, 1931. 

(Rome) Treves, Treccani, Tumminelli, 382, Via 
Michelangelo Caetani. 

Contains the usual crop statistics, the conclusion of the article 
on ‘‘ Land Reform in Hungary,’’ and an article on the Inter- 
national Agricultural Mortgage Credit Company. 

Employment and Labour Costs. By Gilbert Beard. 
(Manchester) Sherratt and Hughes. 6d. 

A pocket booklet in which the author sets forth the causes which, 
in his opinion, are responsible for Lancashire's loss of trade. 
Economics of the Industrial System. By H. A. Silver- 

man. (London) Sir Isaac Pitman and Sons, Ltd., 
Parker Street, Kingsway. 7s. 6d. net. 
A text-book on production, values and distribution. 


OFFICIAL ° PUBLICATIONS. 


The following may be obtained from H.M. Stationery 

Office, Adastral House, Kingsway, W.C.2. 

Workmen's Compensation: Statistics of Compensation 
and Proceedings under the Workmen's Compensation 
Acts and the Employers’ Liability Act, 1880, in 
Great Britain during the Year 1930. Cmd. 4000. 
6d. net. 


Colonial Report, No. 1558: Hong Kong, 1930. Ils. 3d. 
net. 
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THE BRITISH 


Berrore Mr Runciman’s brow became sicklied over with 
the pale cast of abnormal importations it was his custom, 
at annual meetings of the United Kingdom Provident 
Institution, to dw ell upon the large extent of the holdings 
of small capitalists in savings banks, National Savings 
Certificates, friendly societies and the like. Two years 
ago another writer estimated the total accumulated 
resources oi the small investor in various ‘‘ thrift ’’ institu- 
tions at approximately £1,700 millions.* This is an 
impressive total, but it tells less than the whole story, 
because it includes no holdings of Stock Exchange 
securities. 

That the British are a nation of small holders, 
investment sense, has long been realised, inter alia, by 
company secretaries, stockbrokers and _ trustees for 
deceased estates. A preliminary investigation made in 
the Economist, six years ago, suggested that the rami- 
fications of small capital ownership went considerably 
farther than had been generally realised. This conclusion 
has been confirmed by the results of extended research 
recently undertaken by the Financial News. The latter's 
inquiry was based on a sample of every tenth holding of the 
ordinary shares of ten of the best-known British industrial 
companies, whose securities enjoye 2d a free market on the 
Stock Exchange, some 44,276 separate holdings being 
examined in the course of the investigation. A summary 
of the resulting figures is shown in a table at the foot of 
this column, which affords much the most detailed picture 
so far presented of the distribution of industrial capital 
ownership in this country. 

Some conclusions suggested by the figures may be 
briefly summarised. Apart from duplication of holdings 
(the net effect of which is believed to be almost negligible), 
the returns show that, on the average, ownership is so 
diffused that 40 per cent. of the total ‘proprietors of these 
companies each hold less than £100 of nominal capital, 
while 674 per cent. hold less than £200, and nearly 90 per 
cent. hold less than £500. Holders of over £5,000 repre- 
sent less than 1 per cent. of the total. Some of these 
latter holdings are very considerable, but if the somewhat 
arbitrary figure of 50,000 shares be taken as the lower 
limit of a ‘* major holding,’’ it appears that only in one 
out of the ten companies do the owners of such shares 
jointly control a majority of votes. In no other ease is 
as much as one-third of the whole capital in the hands 
of very large shareholders. The proportion for the whole 
ten companies is under 24 per cent. 

The qualifications attaching to these figures do not 
seriously detract from their value. All prudent investors 
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* Mr. Hargreaves Parkinson‘in ‘‘ The Small Investor.”” (Blackie 
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‘ spread "’ their holdings over as large a number of com- 
panies as possible, but the incidental expenses of acquiring 
a small holding are relatively heavy. In any event, the 
disinclination of wealthy individuals or institutions with, 
say, £250,000 to invest, to go to the trouble of finding, 
e.g., 1,250 separate concerns and putting £200 into each, 
imposes a limit on ** spreading ’’ which is reached at an 
average investment per company appreciably higher than 
that of the majority of shareholdings shown in the table. 
Motives of secrecy, again, no longer require the trouble- 
some splitting up of large holdings. Any student of British 
share registers will discover that an increasing number 
of large-sized holdings tend to appear, nowadays, in the 
name of ‘‘ nominee ’’ concerns. The smallness of the 
normal shareholding in a British company more probably 
reflects the efforts of investors of moderate means to 
minimise their risks by as wide a ‘* spread ’’ as possible 
of a moderate aggregate investment. Our own eurlier 
inquiry, finally, suggested that the distribution of owner- 
ship of fixed-interest capital did not differ greatly from that 
of equity capital, to which the present investigation has 
been confined. 

The implications of the figures deserve careful considera- 
tion by all who are concerned either to tap the springs of 
British capital or to secure the maximum of protection for 
investors. The Companies Acts, in one respect, have done 
their work well. Their success in drawing innumerable 
rivulets of capital into company reservoirs has been an 
indispensable condition of the enormous expansion of 
material wealth in the last hundred years. The very extent 
of this success, however, has given rise to numerous 
problems which have been, possibly, insufficiently appre- 
ciated, and have certainly not been satisfactorily resolved. 
Many social reformers have spoken and written on the 
subject of unequal distribution of income. The extent of 
inequalities, however, is not generally appreciated. 
Official research has shown that, in the matter of savings 
bank deposits, and other forms of capital generally 
regarded as more especially pertaining to the smaller 
investor, a majority of owners possess a less than propor- 
tionate share of the total. The figures now under con- 
sideration disclose the application of the same ‘* law ”’ 
to the ownership of industrial capital. 

As all statesmen are painfully aware, the existence of 
large bodies, whose influence is disproportionate to their 
numerical strength, raises many perplexing questions. In 
the company world, this condition threatens to render 
nugatory the basic principle of ultimate control of affairs 
by ‘shareholders in general meeting. Apart from the fact 
that investors are widely sc: attered geographically, no 
building in the country could contain the 49,570 ordinary 
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ature De- Amount | Pru | | Percent- 
Company. of nomi- | of Paid-up | ah . ane of 
| Shares. | nation.| Capital. | $C Share- 9 l10 100 to | 200 to | 500to | 1,000to} 5,000 No. Total 
| holders. | 11 to 9 | 10 to 99] “199 | 499 999 | 4,999 | Shares | ‘of | Total held.| Capital 
| one. | Chante. Shares. | Shares. | Shares. | Shares. | or over. | Holders. in hands 
of large 
| | ! | | | Holders. 
| } i { a a al i OO 
| 1 | j 
‘ | oo 7 %, o% | 1 % | % | | j “oe, 
Imperial Chemical ......... | Ordinary £1 43,589,538) 124,690 | 5-5 34-9 24-1 22-1 8-4 | 4-5 | O-5 17 | 4,326,273 | = ° 
Imperial Tobacco............. | Ordinary £1 37,492,625} 94,690 1-1 46-3 26-4 16-4 | 5-8 3-4 | 0-6 710 {11,754,171 31°3 
Courtaulds ....... . | Ordinary £1 24,000,000} 59,940 0-9 42-3 25-8 19-9 | 5-5 | 5-0 | O-6 42 7,321,433 BC ; 
Dunlop Rubber | Ordinary | 6s. 8d.*| *7,851,046] 52,620 1-2 27-2 27-5 25-7 9-7 | 7 | 1-0 21 2,694,954 Iz ; 
SR. COREE conésscccsss | Ordinary} £1 14,750,000] 49,570 1-1 47-2 27-2 16-1 4-9 | 3:0 0-5 17 2,417,789 di 
SE TINE. ccusgnnecéncenss Ordinary £1 11,318,750} 19,420 1-3 | 46-8 27-3 16-4 4-7 3-0 0-5 8 6,472,041 ves 
Fine Spinners ............ Ordinary £1 4,410,000} 17,160 | 5-1 37-4 27-7 19-5 5-9 4-0 0-4 2 198,000 .s 
0 eR eee Ordinary £1 5,570,241] 13,860 0-4 | 27-3 30-9 25-8 9-4 5°2 1-0 7 516,504 
Staveley Coal...............0- | Shares £1 3,385,356! 6,290 0-9 26-9 22-6 26-2 12-9 9-7 0-8 a 355,342 10 ° 
Watney, Combe, Reiid...... | Def. Ord. £lt 3,185, 410) 4,520 0-2 24-8 29-0 26-3 | 9-3 8-0 2°4 5 722,117 P 
Total 10 companies...... ae eee 442, 760 2:5 | 38-9 | 26-1 20-2 | i+] | 4-6 | 0 0-6 6 | 3 193 [56 778, 624 | 23-6 


aS a a ee ee 


* £1 shares reduced to 6s. 8d. in 1924, consolidated into stock in 1931. 






+ £1 units of stock. 
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shareholders of J. and P. Coats, still less the 124,690 
holders of Imperial Chemical ordinary shares, if all were 
to exercise their undoubted right to attend each year’s 


function) under an unsatisfactory compromise. A mere 
handful of shareholders attend each meeting, and the 
remainder, in most cases, have the choice either of doing 
nothing orof giving their proxies in support of the directors’ 
policy before they have heard the chairman’s exposition. 
The inevitable result is a state of inertia, which explains 
ihe fact, to which the figures in the present table bear 
witness, that although control of practical affairs is known 
to rest with various small and compact groups (some- 
times even with individuals) these groups are rarely found 
on examination to possess anything like a nominal voting 
majority. On the whole, British shareholders are well 
served by their directors. The system affords, however, 
disquieting opportunities for abuse in the hands of un- 
scrupulous, autocratic or inefficient controllers, and is 
the ultimate cause of the unedifying disclosures of well- 
meaning but costly mismanagement, inordinate ambition 
and deliberate bad faith which periodically disfigure 
British company records. 

Quis custodict custodes? is a question whose difficulty 
has been enhanced rather than decreased by the wide 
diffusion of capital ownership. The indirect result of the 
so-called Kylsant case may be a check upon a tendency 
for directorial administration to encroach upon the 
traditional rights of shareholders, even to the extent of 
claiming virtual power to withhold from proprietors know- 
ledge of the true state of affairs. All men of goodwill 
rejoice that the troubling of the waters, as a result of this 
cause célébre, has stimulated the leaders of the account- 
ing profession—with whose specialised knowledge and 
functions the safeguarding of the investor's interests is so 
intimately bound up—to search for a closer definition of 
the equitable limits of disclosure in company accounts. 

The roots of the problem, however, of securing the 
maximum coincidence between ownership and control of 
capital appear to go much deeper. It may be that if the 
vast majority of British shareholders, whose stake in any 
one company is small, are to be neither a functionless mass 
of individuals nor a howling mob, but a coherent body 
expressing a rational corporate will, some more effective 
system of elective representation must be devised. Experi- 
ence in the sphere of national politics suggests numerous 
precedents for effective action on these lines, when a 
democracy becomes too unwieldy for direct action. 


T 
meeting. The system at present functions (or fails | 
} 





THE WEEK IN THE MARKETS. 


THE LONDON STOCK EXCHANGE. 


SETTLING DAYS. 


TICKET, | Account. 
February 2. February 4. 


TuouGn the volume of business showed no sign of early 
expansion, the tone of the markets was good. The exten- 
sion of the ‘‘ standstill ’’ agreement was fairly well re- 
ceived, but a much more definitely helpful influence was 
the announcement that the credits due by the Bank to 
America and France would be repaid without drawing on 
the gold reserve. The repeal of the rule prohibiting con- 
tango business, though it failed to induce any appreciable 


increase in dealings, was not the less welcome for being 
overdue. Money was plentiful, but hopes of a reduction 


in Bank rate had become less widespread before 
Thursday’s ‘‘ no change ”’ decision. 


Gilt-edged stocks improved on Tuesday, after a hesitant 
period, War Loan being prominent, while Funding Loan 
and Victory Bonds also advanced. The movement was 
checked by the postponement of the MacDonald-Laval 
debt conversations. India loans responded strongly to 
Lord Willingdon’s speech at the opening of the Legisla- 
ive Assembly, the Four-and-a-Half per Cents. being 
especially sought after. The Uganda issue was popular, 
market dealings opening, after over-subscription, at 


$ premium. 












Foreign stocks were irregular, but well maintained, on 
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the whole. The good effect on Chinese bonds of the 
publication of eminently satisfactory Customs figures 
was offset by fears of complications at Shanghai. Japanese 
stocks were irregular. Among Brazilians, San Paulo 
Coffee was supported. The position as regards Mexican 
State of Bahia, and Uruguayan Bonds is discussed in a 
separate Note on page 246. Greek loans were nominal on 
Monday, following the request from the League of Nations 
that Sir Otto Niemeyer should visit the country. German 
bonds were a shade stronger. 

Home rail stocks were easier, the publicity given to the 
attendance of the railway managers at the Ministry of 
Transport being a bear point, while the traffic figures again 
made an indifferent showing. ‘The market was dis- 
appointed by the reduced Metropolitan dividend of 24 per 
cent. for the year against 34 per cent. Argentine rails 
reflected the strength of the exchange and the relatively 
satisfactory traffic returns. 

Industrial shares moved within narrow limits, despite 
the removal of ‘* carry over ’’ restrictions. International 
issues attracted greatest attention, on Continental 
buying. Brazil Traction and Hydro Electric being in 
demand from Brussels. Kreuger and Toll advanced on 
satisfactory earnings figures (set out on page 248). 
Cables and Wireless improved on the December traffic 
returns, though the market expressed little faith in a full 
preference payment. There was some buying of iron and 
steel shares from the provinces, but brewery shares were 
inclined to be dull on the reduced interim dividend an- 
nouncement of Watney Combe. Tobaccos strengthened, 
Imperial Tobacco attracting renewed investment demand. 
The company's position is analysed on page 247. Turner 
and Newall were helped by rumours of enhanced business. 
Among motor shares, Austin improved on modest provin- 
cial orders. Spillers were better in anticipation of higher 
dividends. British bank shares, running true to form, 
followed the firmer trend of the Funds, but insurance 
shares showed little change. 

The restoration of normal ‘‘ carry over ’’ conditions had 
singularly little effect on the speculative markets. Oil 
shares suffered from lack of interest in the earlier sessions, 
and subsequent activity from Paris was of a dilettante , 
character. The rubber share market was oppressed by the 
parlous state of the industry, though a slight accession 
of activity followed a newspaper revival of restriction 
rumours. Tea shares remained dull. 

The mining share market was taken by surprise by the 
statement of General Hertzog that a commission would 
be set up to consider the question of maintaining or aban- 
doning the gold standard in South Africa. Kaffir shares 
were generally firmer, but no particular enthusiasm was 
aroused by the announcement. The greatest benefits of 
a possible South African departure from gold, it was 
recognised, would accrue to the ‘‘ short life ’’ mine. 
Daggafontein and Randfontein were in demand, and the 
Brakpan group advanced. Rhodesian copper shares were 
steady, but Rio Tinto reacted. Tin shares temporarily 


improved with the metal, but the market remained largely 
inactive. 













































“ FINANCIAL NEWS" DAILY BARGAIN INDRX 
(Approximate number of Bargains recorded in Stock Bxchange Lista.) 





























Jan. 21, | Jan. 22, | Jan. 23, | Jan. 25,| Jan. 26,| Jan. 27, | Jan. 28, 
1932. 1932. 1932. 1932. 1932. 1932. 1932. 
Government and 
Municipal Loans | 1,320 1,324 568 1,089 1,412 1,424 1,428 
Transport, Com- 
munications, and 
Public Utilities... 670 621 242 561 709 727 335 
Commercial] and 
Industrial®........ 1,259 1,116 402 1,073 1,168 1,390 1,200 
Banks, Insurance 
and Financial ... 351 299 147 363 398 440 394 
Mines (including 
Nitrate) ........... 338 398 142 272 263 320 389 
TIES 112 | 65 19 61 64 72 76 
Rubber, Tea and | | 
I So csiccesee 63 89 1; 43 | 7 | 73 79 
| ee 4,113 | 3,912 | 1,535 | 3,462 | 4.084 | 4.446 | 3,901 





€ Including fron and steel and breweries. 


“ FINANCIAL NEWS" DAILY AVERAGE OF 30 INDUSTRIAL ORDINARY STOCKS, 








(1928 = 100.) 
a a Jan. 21, | Jan. 22, | Jan. 23, | Jan. 25, | Jan. 26, | Jan. 27, | Jan. 28, 
(Jan. 14.) (Jan. 5) 1932. 1932. 1932. 1932. 1932. 1932. 1932. 

































61-2 | 58-8 | 60-5 | 60-5 | 60-5 | 60 -4 | 60-8 | 60-9 | 60-8 
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FOREIGN STOCK EXCHANGES. 


NEW YORE. 


Markets opened in quiet fashion, the total share trans- 
actions on Monday, and again on Tuesday, being equal 
only to those of a normal Saturday. The psychological 
effect of the enactment of the Reconstruction Finance 
Measure having had time to wear off, operators adopted a 
waiting attitude, pending the dividend declarations of the 
largest corporations. These, made in mid-week, were a de- 
cidedly mixed bag. The reduction in the dividend of U.S. 
Steel to 50 cents, coupled with the revelation that the Cor- 
poration’s current trading earnings were negligible, and the 
intimation that the maintenance of dividend depended 
upon improved trade, caused some weakness on Wednes- 
day. In other cases, however, company announcements 
made a better showing. The Pennsylvania Railroad de- 
clared a regular quarterly dividend of 50 cents, though a 
warning was given that it would not be maintained in the 
absence of an improvement in earnings, the company 
having earned only $2 per share last year. The New 
York, New Haven and Hartford Railroad earned $3.04 per 
share against $7.33. The Delaware and Hudson declared 
a regular quarterly payment of $3.25. The Illinois Central 
made a net loss, after charges, of $3,582,112, against a 
profit of $9,289,590. The Norfolk and Western net earn- 
ings per share were $14.39, against $21.96. Among 
trading concerns, General Motors earned $2.43 on its 
common stock, against $3.25, but deducted non-recurring 
losses of $20,639,000 from surplus. Woolworth’s net 
earnings were $4 per share, against $3.56. Railroad 
shares showed some resistance to the downward move- 
ment, sentiment having swung round in favour of a satis- 
factory solution of the wages issue. The reduction of the 
rediscount rate of the Dallas National Bank, a member 
of the Federal Reserve System, from 4 to 3} per cent. was 
regarded as a further official step in the direction of the 
expansion of credit. Meanwhile, exports of earmarked 
gold for France and Belgium continued. The Vederal 
Treasury statement showed a deficit, up to January 25th, 
of $1,501 millions, income tax payments being $499 mil- 
lions below the corresponding figures for 1950-31, while 
expenditure showed an increase of approximately $600 
millions. General trade reports indicated an absence ot 
expansion in most industries and retail trade. Steel mill 
activity was disappointing, and the output of electric 
power reached a new low level. Freight car loadings for 
the week ended January 16th were 573,365, as compared 
with 572,593 for the previous week, 725,938 for the corre- 
sponding week of last year, and an average of 907,196 over 
the seven years 1924-30. The business index of The New 
York Times for the same week stood at 63.0, as compared 
with 64.4 in the previous weck. 


Jan. Jan. Jan. Jan. Jan, Jan. 
14, 21, 28, 14, 21, 28, 
1932. 1932. 1932. 1932. 1932. 1932. 
U.8. 33% T. Bds... 92 92% 91} | Natl. Biscuit........ 43% 424 404 
Lb. Ln. 33% °32-47 95} «= 944) «94.4 | Phelps Dodge ...... ” 1 6} 
Do. 449% "32-47 99 98%  984| Pullman............... 238 «23h 221 
Do. 43% °33-38 99) 99% 99} | Sears-Roebuck ..... 35 35 31 
Stadebaker........... 12 1} ll 
tohison ........0.+0+8 914 91 85} | Un. Fruit............. 24 23 22 
Oties. & Ohio......... 31 30% 28 | U.S. Leather ........ 2 2 2 
Erie ........ eeorcceceees 4 St 9 | U.S. Rubber......... 4 4 4 
Illinois Central ...... 164 17 15§ | U.S. Steel ..........+ 44 45 37 
N.Y. Central ......... 344 344 31§ | Westinghouse ...... 28 27 24 
Pennsylvania ....... - 223 23 21§ | Woolworth ......... 43 41 41g 
Southern Pacific..... 36} 35k 34 
Soutbern Rly......... 12 12% 11} | Am. Tel. & Tig...... 123 121 113 
Union Pacitic......... 84 80} 76 | Interboro R.T....... 8 10% 8 
Int. Tel. Teleg. ..... 10 10 9b 
AM. CAM, wevrscceeeeeve 64 633 59§ | Radio Corpn. ..... . 8 7 7k 
Amer. Smeiting..... 17 16 144 | Utilities P. & L. ... 10 9 93 
Anaconda ..........+. lj 10 9% | W. Union Tig. ...... 42 44 373 
Bethlehem Steel.... 22 21 ist , 
Onrysler Motor...... 15 14% 134 | Associated Gas ‘A’ 48 4 4 
Corn Produce Rf... 45 42§ 40) | Pan. Amer. B...... 18 18 18 
Eastman Kodak..... 84} 86 NER crccecccsccesceceee 9 8 9+ 
Gen. Electric(New) 25% 21g 20§ | Shell Union ......... 3h 3 3 
Gen. Motors 23% 22¢ 204 | Sinclair Oil..,........ 6: 5 5 
Int. Harvester 26 264 25 | Std. California serene 26 25 23t 
Montg. Ward 4 9} OE OBIE, ssereevesee 29 4288 «= 258 





By courtesy of the Standard Statistics Company, Inc., 
of New York, and 13, Copthall Avenue, London, we print 
the following index figures of American values calculated 
on closing prices (1926 = 100) :— 




















1930. 1931. 1932. 
| Be Jan. J 
Lowest. | Highest.| Lowest. | Highest.! ginning 20. an, 
of Year. . 27. 
scimcema acai etic inate einen catnip Dict be 
337 Industrials ... 98-2 174-4 51-4 114-7 52:2 55-8 52-7 
33 Rails . eecvenee ane 89-1 145-6 31-7 105-7 32-2 38-6 37°6 
34 Udllities......... 153-2 267-4 | 90-6 187-6 91-8 96-3 91-4 





Total, 404 stocks... | 105-5 184-3 | 54-7 | 124-6 55:5 59°6 | 56-5 


Ave yield of 
50 Iudustrial 
Common &tocks 























4-15% | 58-95% | 9-37% | 5-11% | 9-29% | 8-62% 


DalLY AVERAGE OF 50 AMERICAN COMMON STOCKS (1926 = 100). 


9-20% 


Lowest 
of 1932 
(Jan. 5). 


Highest 
of 1932 
(Jan. 14). 


Jan 20, 
1932. 


Jan. 21, 
1932. 


Jan. 22, 
1932. 


Jan. 23, 
1932. 


Jan, 25, 
1932. 


Jan. 26, 


Jan, 27, 
1932. 


1932, 


























Ss 
cas | ss-0 | 66-3 | 65-6 | ens | 62-3 e2-s | 63:5 62-1 








ToTaL DEALDIGS IN NEW YORE. 




















Jan. 22, | Jan. 23,/) Jan, 25, | Jan. 26,'} Jan. 27, | Jan. 28, 
1932. 1932.° 1932. 1932. 1932. 1932, 
Btock Exchange— 
Shares (Thous.) 1,600 800 800 800 1,300 1,100 
Bonds (Value 
Thous, $)..... ° 11,249 6,309 8,956 9,941 9,266 9,743 
Ourb— | 
anaes (Thome) | 3701 nn) eo | _80 200 130 


® 2-hour session, 


PARIS. 


Indeterminate conditions ruled on the Paris Bourse 
during the earlier sessions, but quotations quickly har- 
dened. On Tuesday a buoyant tone developed, marked 
activity being shown in issues dealt in on the London 
Stock Exchange, on the announcement that the French 
and American credits would be repaid without recourse 
to the gold reserve of the Bank of England. Rio ‘Tinto im- 
proved after a poor start, and De Beers, Royal Dutch and 
Shell were all firmer. Disquieting rumours induced a 
recession on Wednesday in a number of local bank shares. 
Kentes became weaker on reports of a fresh Franco- 
British deadlock on Reparations. Renewed strength 
developed in Thursday's sessions, quotations of Banque de 
France, Suez Canal and the ‘* Dawes’’ loan being 
prominent in the general advance. 





Jan. Jan, Jan. | Jan. Jan, Jan. 

21, 25, 28, 23. 2, 28, 

1932. 1932. 1932. 1932. 1932. 1932 
Banque de France 11,850 11.875 12,100 | Wagons Lite......... 113. s115 116 
Crédit Lyonnais... 1,762 1,796 1,838 | Mexican Kagie ... 30 30 32 
Suez Canal ......... 13,650 13,555 13,925 | ** Chartered” ...... 82 79 83 
Chargeurs Réunis 227 231 I, a iliac 127s 121 120 
Rio Tinto ......... 1,360 1,275 1.350 RTD ccccctsccecs 351 348 356 
Royal Dutch ...... 12,750 12,600 13,000 | ** Johnnies”’......... 99 96 103 

AMSTERDAM. 


Business on the Amsterdam Bourse was of relatively 
small volume. Slight increases were recorded, at the out- 
set, in such favourites as Royal Dutch and Unilever, but 
prices tended to crumble in mid-week. Sugar shares were 
lower on the drop in Java sugar prices. Rubber shares, 
however, showed greater resistance, an actual improve- 
ment taking place in Amsterdam Rubber. Tobacco and 
Shipping shares, however, were more depressed. 


Jan. Jan, Jan. ; Jan, Jan, Jan. 

21, 25, 28, 21, 25, 28, 

1932. 1932. 1932. 1932, 1932. 1932 

54% German ...... 38$ 936% 414 | Steel Common...... 46 42 40% 

Unilever N.V. ... 106 103 107} | A. Ki U. ccccccccceee 42 41 38 

Philips’ Lamps ... 87} 864 85$ | Ford Motor ......... 180 175 = 169 

Netherlands Ship Deli Batavia ...... 148 140 146 

_ SS ageteliianeieet 63 62 61$ | Royal Dutch ...... 123 120} = 125 
Javea Oultuur ...... 124 124 


OTHER CENTRES. 


Irregular conditions prevailed in most other European 
centres, though Brussels had a more cheerful aspect on 


Tuesday, and recorded an appreciable increase of activity. 


Profit taking, however, occurred subsequently. Milan 
became erratic after opening firm for the new account. 
Stockholm similarly deteriorated after showing strength 
in mid-week. Berlin unofficial quotations enjoyed a fur- 
ther rise, Dye Trust being done at 95.75 (against 84.50 a 
week ago), Siemens at 125.00 (against 116.00), General 
Electric at 34.00 (against 31.50), and Reichsbank at 100.25 
| (against 85.75). 
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DISCOUNT CORPORATION OF 
NEW YORK 


This Corporation discounts and resells Bankers’ Acceptances and approved Bank endorsed Trade Acceptances, 

deals in United States Treasury Certificates of Indebtedness, Treasury Notes and other Short Term Government 

Obligations, and receives funds repayable on demand or at fixed maturity against the security of Bankers’ 
Acceptances, or Government Obligations. 


Statement of Condition. 
December 31, 1931 


ASSETS 





Acceptances : 
On Hand 
Pledged as Collateral 
Sold under Re-purchase Agreements 
Acceptors’ Liability on Endorsed Bills Sold 
United States Bonds, Treasury Notes and Certificates of Indebtedness, and 
Treasury Bills, at par : 
On Hand 
Pledged as Collateral 
Bought under Re-sale and Sold under Re-purchase Agreements 


$3,637,049 .03 
14,762,447 - 32 
48,649,774 53 


80,499,637.14 $147,548,908.02 


1,947,700 .00 
58,447,570 .00 
21,017,430 .00 
81,412,700: 00 


Less Discount on above 857,781.55 


Deposit with the New York State Banking Department New York State 
Bond, Par Value $1,000.00, at Cost 

Interest Receivable Accrued 

Interest and Expenses Paid in Advance 


80,554,918. 45 


985.00 
199,096 . 96 
123,215.44 

4,718,001. 42 
32,376.89 
$233,177,502.18 
~~ $5,000,000 .00 
4,000,000 .00 


Cash on Hand and in Transit 
Capital : LIABILITIES 


Authorized and Issued—so0,000 Shares of $100.00 each 
Surplus 


Undivided Profits : 


Balance as at December 31, 1930 


$ 759,544.86 
1,346, 191.30 
" 2,105,736.17 

1,555»736.17 

10,5555736.17 

440,527.19 


Add Net Profits for Year ended December 31, 1931 


Less Dividends 


Unearned Discount .. 
Reserves : 
Taxes (Estimated), Etc. 
Interest Payable and Expenses Accrued 
Loans Payable: 
Secured by Acceptances 
Secured by United States Government Securities 
United States Government Deposit Account 
(Subscription U.S. Treasury Certificates and Notes) 
Due to Banks and Customers 
Dividends Payable January 2, 1932 
Re-purchase Agreements on Acceptances Sold, per contra: ............ 
Acceptances Re-discounted and Sold with endorsement, per contra: 
United States Government Securities bought under Re-sale and Sold 
under Re-purchase Agreements, per contra: 


122,414.07 
27,951.29 150,365 . 36 

14,175,000.00 
42,875,000 .00 


28,813,200.00 


831.79 
175,000.00 


48,649,774. 53 
80,499,637.14 


__21,017,430.00 
$233,177,502.18 
In our opinion, based 


MITCHELL & CO. 


To the Board of Directors, Discount Corporation of New York. 


We have examined the accounts relating to the Statement of Condition of the Discount Corporation of New York as at December 31, 1931. 
on our examination, the foregoing statement sets forth the financial condition of the Corporation as at that date. 


New York, N.Y., January 11, 1932. 
DIRECTORS 
George W. Davison, President Central Hanover J. P. Morgan, ¥. P. Morgan & Co. 
Bank & Trust Company Seward Prosser, Chairman of the 


PEAT, MARWICK, 


Managing 


John McHugh, Chairman of the Board. 
Ernest C. 
Dudley H. Mills, Vice-President-Secretary. 


TELEPHONE: 


Walter E. Frew, Chairman of the Board, Corn 
Exchange Bank Trust Company 

John McHugh, Chairman of the Board, Chairman 
of the Executive Committee, The Chase National 
Bank of the City of New York 

Dudley H. Mills, Vice-President and Secretary 

Charles E. Mitchell, Chairman of the Board, The 
National City Bank of New York 


Committee, Bankers Trust Company 

Gordon S. Rentschler, President The National 
City Bank of New York 

Charles H. Sabin, Chairman of the Board, Guaranty 
Trust Company of New York 

Ernest C. Wagner, President 

Albert H.Wiggin, Chairman of the Governing Board, 
The Chase National Bank of the City of New York 


OFFICERS 


Wagner, President. 


M. Greacen Briggs, Vice-President. 
Charles W. Belmer, Vice-President. 
Edward E. Anderson, Treasurer. 


Herbert N. Repp, Asst. 


John L. MacFarlane, Asst. Treasurer. 


DISCOUNT CORPORATION OF NEW YORK 


JOhn 4.0010. 


FORWARD RATES AND SPECIAL 


FFICES: 
OFFERINGS < ON REQUES 


Robert M. Coon, Asst. Treasurer. 
Treasurer. 
Thomas G. Schaedle, Asst. Treasurer. 


a" EIGHT PINE STREET 
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LONDON ACTIVE SECURITY PRICES AND YIELDS. 


Nore.—Shares with a New York quotation, or with definite American interest, are distinguished by stalics. 


In calculating yields on the stocks and shares quoted below allowance is made for interest accrued since the last payment. 
date the yield includes any profit or loss on redempuon;: 
discount and the earliest date when the quotation is above par. 


105 | 99% | 1054 | 


ee 


Prices 
Year 
1930. 

High- | Low- 
est. est. 
$93 , 52% 
9480-823 
83% 74 
103 | 938 
106; | 102% 
96% 85 
1024 | 984 
103; | — 
S7¢ | 
105¢ | 1005 | 
693 | 61} 
49 403 
593) 47 | 
684 55} 
90 78 
106 | 1004 
1093 | 1044 
99 | 87% | 
953 76 
2 att 
065 | 
98 | 924 
105 | 101 
928 70 
105 | 998 | 
924 704 
1044 | 99 
984 934 |, 
89} | 82 
105 1008 | 
96 
61; i} ! 
— | 1083 
743 || 

7 } 62 

943 54 

995 | 79 

55 | 27 

69 544 

| 109} 
784 
| 

803 | ) 

oa" | 73 

100 | 912) 
213 | 19% 
213 | 20 

109%; 99 
90 68 
934 | 863 

104% | 100 
1044 | 982 
93) 91 

1024 | 98 
ie 

944 | 

os | 824 

923 77 

107 101 

88 | 774 

96 | . 

193 

894 | 14 

743 

106 99} 

106 | 993 

100 87} 

10lf 96 

1033 98 
69 6c 
70 6 i 

1054 % 

llli 1042 

93 75 

94 624 

134 53 

39 154 

944 80 

634378 

574 31 

73 54 

753 674 

793 72% 

32 214 

76 Hl, 


8838 
908 444 
1008 64 


8 46 
—¥ 51 
85 494 
58 373 
71 644 
258 10 
76 284 


96 , 8&8 
59 554 
4¢ ok 





Prices 
Year 1931. 


Name of Security. 


| Low- 
est. 


British ent, 
494  Consols 24% sees 
77% | Consols 4% .......2.0++5+ 
674 Con. Loan “34°, ppcneewee 
884 Do. 43% 1940-44 ... 
933 Do. 5% 1944-64 ..... 
78 Punding 4% 1960-90... 
93 Treasury 44% 1932-34 
93 Treasury 5% 1933-35... 
85 Victory Bonds 4%...... 


90} War Loan 5% 1929-47 || 


57 Local Loans 3%......... 
29% India 24% - 


34 Do. 3% ° 
$1 Do. 34%. ppuipeponsenenss 
55 Do. 44°, 1958-68 ... 


94 Palestine 5% 42-67..... 
90 Sudan 5}°% Bonds ..... 
874 Ulster 44% 45-75 ...... 


Dom. & Colonial Govis. 
58 Australia 5% 1945-75.. 
715 Canada 4% 1940-60.... 
97 Ceylon 6% 1936-51..... 
874 Gold Coast 44% 1956... 
90 Kenya 5% 1948-58 ... 
92 Nigeria 5% 1950-60 ... 
46} N.S. Wales 5% 35-55... 
85 N. Zealand 5% 1946... 
48 Queensland 5% 40-60 
82 S. Africa 5% 1945-75... 
85} Strts. Sett. 44% 35-45 


Foreign Governments. 
53 Argentine 4% Reciss. 
87 Austrian 6% 1923-43 
334 | Do. 7%Int.red.by 1957 
293 | B. Aires (Prov.) 3$%... 


ho Belgian 7% red. by 1956 


36 Bulgaria 74% Loan..... 
43 Brazil 5% Fund, 1914 

28 Do. 64% (1927) ... 
20 Chili 6% (1929) ......... 
33 China 5% (1912)......... 
55 Do. 5% (1913).....»... 
78 Czechoslovakia 8% 

70 Danish 3% ....--.cessesees 
58 Danzig 63% .....--++-+5 
66} Egypt Unified 4%....... 
35 Estonia 7% 1927 ..... 
70 Finland 6% 
204 French 4% (British)... 
203 _S , a 
53 German 1%, sunneassnnoves 


374 | Do. 5% Stg. Bds. 1930 


594 Greek 6% Stab. Ln. 

73 Do. 7%, Refugee ..... 

42 Hungary 74% .........+. 

83 Japanese 54% 1935-65 

714 Do. % (1924) ... 
5 Mexican 5% (1899) ... 

78 Norwegian 4% 1911... 


40 Peru 74% 1922 ......... 


54 3}, ae 
92 Siamese 6% 1934-64... 
75 Swedish 33% 1908...... 
39 &. Paulo Coffee 74% ... 
4 Turkish 4% Unified ... 
45 Uruguay 5% 1919 ..... 


Corporation Stocks. 

244 | Berlin 6% 1932-57...... 

B'’mgham 5% 1946-56 
96 Bristol 5% 1948-58..... 
65 Danzig 7% 
934 | E. London 5% 1960-70 
974 Johannbg 54% 1937-52 
57 SO | te 
57} | Met. Wat. Bd. B 3%... 


94 Pt. of Lndn. 5% 1950-70 


87 || Seine 7% 1935-52...... 
52 Sydney 54% 1954....... 


| British Railways. 
38 G. Western Ord. Stk.... 
24 | s«L. & N.E’st’n Def. Stk. 
6 Do, 5% Pref. Ord. .. 
Do. 5% Pref. 1955... 
Do. 4% 2nd Pref. Oe.) 
13 L.M.S. Ord. Stk. 
253 || 4% Pref, Stk. 1923... 
4 Metropolitan Cons. . 
57% | Met. Dist. Ord. Stk. ese 
94 || Southern Def. Stk. ..... 


Do. 5% Pref. Ord. Stk. | 


Do. 5% Pref. Stk...... 


5 | 
ih Underground Ord. £1.... 


Dom. & Foreign Rys. 
15} Antofagasta Ord. Stk. 
21 B.A. & Pacific Ord. Stk. 
27 B.A. Gr. Sthn. Ord, Stk. 
214 | B.A. Western Ord. Stk. 


29 =| C. Argentine Ord. Stk. | 


14 , OC, Uruguay Monte V. 
158 Can. Pacific Com. ($25) 


634 | Oan. Nat. 1927 Guat. *%) 


4 Cordoba Ord. Stk. ..... 
ll i Do. 7% Ist Pref. Stk. 
5 || __ Do. 5% 2nd Pref. Stk. 


23 | Costa Rica Ord. Stk. .. 
32 | Entre Rios Ord. Stk..,. 
564 || 6% Oum. Pref. Stk. 
424 | 

G.W. of Brazil £10 .. 





Do. 4%, 2nd Pref.Stk.'/ 


Price 
Jan. 
20, 
1932 
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993 
924 | 
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354 
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+ Free of Income Tax, 


Prices 
Year 
1930. 

High-, Low- 
est. _ est. 
oH 
| 83 50}, 
97/6 | 45/- 
42 19 
85/-  65/- 
198 130 
80/- | 65/- 
2644 
17/7% 14/3 
12/6 , 10/6 
Tw 4% 
26/- | 23/9 
59/- 47/6 
a | te 
28/- | 25/9 
co | set 
38 284 
ait 1a 
/ _— 
68/- | 56/3 
42/- Su/3t 
9 88 
120 99} 
66/- | 59/3 
82° ae 
34 | 27% 
a] 
360 ssi 
|) 154, 13 
Boje | 74/9 
214 | 173 
138 | 12 
264 | 218 
163 | 13 
308 | 26 
37 | 30% 
17k | 14} 
13}| 12 
15% | 12% 
25%| 21k 
4l/- | 36/3 

7 54 
8 1% 
3 34 
4% 34 
53 | 54 

148 | 12 
319 | 287 
29/¢ | 20) 
37/63, 23/9 
187 | 1724 
192} | 163 
1224 | 112 
211 | 1874 
363 | 320 
486 | 421 

| 25/6 | 19/- 
| 344 | 305 
|| 267% | 220 
407 | 380 
119 | 934 
103 | 8 
| 2479 | 18/9 
| 260 | 2238 
129 | 105 
106 | 87} 
252 | 218 
264 | 231 
41/- | 26/3 
| 54 | 39 
| 19 | 33 
Naeet ine 
| 19/103] 16/6 

12 6 

19/9 | 10/6 
oy/l4 22/6 

5 

5/- | 17/6 
124 | 3 

I are | 208 
| 2 | 

| 17/3 | 11/3 
|| 73/9 | 32/6 
eae 
| 70/6 | 60/- 
| 39/6 | 28/- 
| 14/- | 8/7) 
|| 67/9 | 58/6 
|| 71/3 | 56/6 


THE ECONOMIST. 


/110/3 | 95/9 | 109/9 


67/10} 59/14 


| 40/- | 32/9 

|| 58/- | 48/9 

|| 31/6 | 26/6 

} 63/3 | 55/- 

| 37/9 | 29/9 || 
| 66/3 | 51/9 


Prices 
Yeas 1931. 
High- | Low. | 
est est. 
$12} $33 
264 ll 
55 19 
55/-  15/- 
21 & 
70/- | 70/- 
150 943 
65/- 20/- 
9} 23 
16/9) 5/9 
11/6 8/9 
by il 
25/6 12/6 
55/9 | 31/3 
278% 230 
58/3 43/9 
=e 19/9 
9, C6 
63 a 
26 18 
5k 3 
17% 95 
14/9 | 9/73 
66/63 43/3 
42/6 | 38/- 
43 22 
8m C6 
1134 | 93 
63/9 | 38/- 

lk 4 
80/6 | 60/6 
31} 19 
434 | 27} 
144 9 
357 | 295 
14% 9} 

80/103) 47/6 

21 16 
13% 9 
244 | 16} 
154} ll 
284 | 19% 
348) 25} 
16 12% 
13 9} 
14 | Ot, 
244 | 17% 
40/- | 28/9 

6% «4k 

8 6k 

3 3% 

3H) 2% 

53 | 4 
144) 11} 
293 | 229 
149 85 
21/6 | 10/- 
28/9 | 17/9 
185 | 156 
171 | 125% | 
1103 | 70} | 
186 | 155 
327 | 230% | 
427 | 335 
22/-  15/- 
318 | 236 

235 | 210 
380 | 313 
92 50 
88 47} 
18/3 | 10/- 
2254 | 185} 
1042 50 
874 | 67 
234 | 185 
243 «| «185 
29/- | 15/- 
394 10 
4/6 | 2/- 
28/6 | 14/- 
18/103 5/ 
17/3 | 12/9 
61 4 
13/10} 7/6 
37/6 | 18/- 
4 2 
| 20/- | 7/6 

4) Ue 
23 8 
24/3 12/9 
13/9 9/9 
38/14) 14/6 
23/9 | 17/9 | 
27/9 | 18/- 
62/- | 46/- 
| 37/6 | 25/- 
12/- | 5/3 
61/3 | 39/6 
6l/- | 42/3 

79/6 
62/3 | 44/- 
38/- | 23/6 
53/- | 39/- | 
28/3 23/- 
62/- | 49/3 
35/6 | 
56/- | 33/- | 


Name of Security. 


Foreign Rys.—cont. 


| In. Ry. ©. Am. No par || 
Leopoldina Ord. Stk.... 
Do. 54% Cum. Pr. Stk, | 
Nitrate Riys. (£10) ..... || 


Paraguay Cen. D. Db. 
Salvador Ord. (£10)..... 
San Paulo Ord. Stk. 


‘Taltal Rly. Ord. £5 .... || 
Utd. Havana Ord. St... 


Banks. } 
Anglo-French (£1) ...... 


Anglo Internati. (£1) .. 
Anglo 8. 


A£10£5 wal 

| American | B £1 fy pd.! 
Bank of N. Zealand £1 | 
Bank of Eng. Stk. ...... 
Barclay B. (£1) ......... 
Barcel. (Dom. &e.) A £1 | 
Bk. of Australasia (£5) | } 
Bk. of Montreal ($100) j 

| Bk. of N.S.W. (£20) ... 
British Overseas A £5. 
Chtd. of India (£5) ..... 
Comcl. Bk. of Aus. 10/- 
District A £5, £1 pd..... 

| Do. B £1 fully paid ... | 
Eng.Scot.& Aust.£5,£3pd 
Hambros £10, £24 paid 
Hong. and 8S. ($125) ... 

| Lloyds £5, with £1 pd.. 

| Martins £20, £23 pd.... 
Midland £1, fully pd. .. 
Nat. of Ezypt £10 ...... 


Nat. of India£25,£12$pd| £30 


Nat. Prov. £20, 64 pd. 


Royal Bk. of Scotland 
St. of S. Af. £20, £5 pd. 
Westminster £4, £1 pd. 


Insurance. 
Alliance £1, fully pd.... 


Atlas £5, £14 pd. 
Com. Un. £24, fully pd. 


| Gen. Accident £5, £1} pdj| 
Lon. & Lanc. £5, £2 pd 
N.Brit.& Mer £5, £14 pd j 
Northern £10, £1 pd.... |) 
Pearl (£1), fully paid .. |! 


| Phoenix £1, fully pd. .. 


Prudential £1 A ......... 


Do. £1, with 4s. paid... 
Royal Exchange (£1) .. 


Royal £1, 10s. paid .... |} 


Sea Insur., £1 fully pd. 


Sun Insur., £1with5/—pd || 
Sun Life Assur. £1fy pd 


| Yorkshire £1, fully pa, 
ent 


Anglo-American Deb. . 
Anglo-Celtic Ord......... 
Atlas Electric, d-c., £1 . 


Brit. Assets Trust "5/- 
| Debenture Corp. Stk... 
For. Amer., &c., Def... 


Guardian Investment . 
| Indus. & Gen. Ord, 


Invest. Trust Ord. ...... 
| Lake View Invest. 10/- 


| Mercantile Investment.. 


| Merchants Trust Ord.. 


| Metropolitan Trust... 


Nineteen Twenty-eight 
Nineteen Twenty-nine | 
Scottish Investmenté5/-) 

| Scottish Mortgage, &c. 

| Stockholders Invest. ... 

| Trans-Oceanic £1 ....... 

| Trustees Corp. Ord... 


| United States Deb. 
Financial &c. 


Argentine Land, &c.,€1 
| Australian Estates, &c. i 


| Brit. Nth. Borneo £1.. 


| Brit. S. Africa 15/- fy pd 


Charterhouse Inv. £1 . 


| O. of London R. Pty. el 


| Dalgety £20, £5 pd... 


Hudson's Bay Co. £1 . 


} | Do. 5% Oum. Pref. £5 


| Java Invest., &c., £1.. 


| Peruvian f Ord. Stk. ... 


Breweries, &c. 
| eae Ord. £1........ 
Barclay Perkins £1...... 
| Bass Ratcliff Ord. £1 .. | 
|| Benskins Watford £1 .. 


| City of Lond. Def. oe 
Courage Ord. £1 . 
Distillers Co. Ord. ‘1. 


|| Guinness (A)............0 
\ Ind Coope Ord. £1 ..... 
Meux’s Ord. £1 ......... 

Mitchell & Butlers £1 . 


| Ohlsson's Cape £1 


Price . 
Jan. | Jan, | Rise 
20, | 27, 

1932. 1932. | Pall. | 
$5 $5 | 
144/ 14 | -—3 
264 244 | —2 
25/- | 25/-| ... 

8 ee cs 
10/- | 70/-| ... 
1025 | 1003 | —2 
25/- | 25/-| ... 

4 4 ‘ 

4/6! 4/6] ... 

9/-} 9- ati 

1y eS aks 

12/6 | 12/6 | ... 
50/- | 50/- |... 

2434 | 2474 | + 4) 
52/- | 53/- | +1/- 
23/-| 24/6 | +1/6 | 

8 8 ‘ia 
£504 | £53 |+£24 

224| 22 | —¢ 

4 4 ee 

124} 126) +4 
12/6 | 12/6] ... 
47/ 52/6 | +5/- 
40/ 40/- ose 

4} SA on 

5¢ mee 

£100 | £100] ... 

44/6 | 46/- | +1/6 

5ix; Sex) — 2] 
65/- | 66/3 | +1/3 

S531 88h 1 a 

£31 | +£1 
l0yx lOkx +t 
£317 | £317 |... 

Six Qix » 
61/3 | 61/3x, 

17 17 be 

1ot 10h +? 

183} 18 |— 4 

129| 12¢/-— 4 

23 23 eras 

28} | 28 | —.% 

133 | 133 ; 

10| 10 ; 

ll ll fi 

20 | 20 2 
33/9 | 33/9 | ... 

54; 5 1-3 

$| St]. 

3 3 7 

44) 4il+e 

12 | Ub|-+¢ 
| 230 | 230 

90} | 903 
11/3} 11/3] ... 
17/6 | 20/- | + 2/6 
152} | 1524] ... 
1204 | 1204 

70} | 704 
1584 | 1584 | ... 
210 | 203 | —7 
315 | 305 | —10 
15/- | 15/-} «.. 
235 | 210 — 25 
\| 2114 —1)4) 
318 310 — 8 

50} x 

474 ‘at | —5 
10/- | ee | ee 

| 185} | 18 | — 6 

55 

67% at | J 

| 179px 155x) —244 
| 187 | 1874 | se 

| 18/9 , 18/9 | 
25 25 | 
2/6 2/6 
17/9 | 17/9 | 
11/3, 11/3 | 
15/- | 15/- | 

Th TEI we 

9/44 8/9 | —7§d 
20/- | 20/-| ... | 

2 23 
11/3} 13] ... 

3%) 3 |-% 

is | i3i-i 

15/- | 15/- 

11/3) 11/3] ... 
25/- | 25/74 +740 
19/6 20/- | + 6d| 
18/6  19/- | + 6d 
47/6 48/- | + 6d 
26/- | 27/- | +1/ 
6/- | 6/6 | + 6d 
41/- | 42/- | + 1/- 
43/6x 44/-x, +6d 
80/6 81/6 | + 1/- 
47/- | 47/-| ... 
24/- | 25/6 | + 1/6 
40/6 | 40/- | — 6d 
23/- | 23/-| ... 
46/- | 46/-| ... 
26/- | 26/9 | + 94 
38/- | 39/- | + 1)/- 


Grange Trust ............ 











Forestal Land i - weeeee 


Pref. Stk.... 
| Primitiva Holdgs. £1 ... 
| Staveley Trust £1 ...... 
| | Sudan lantations £1 . 


| 8. African Bws. £1...... 
25/6 i Taylor Walker Ord. £1 
W’tny Combe Def. £1... 





Price 





[January 30, 1932. 





Where stocks are definitely redeemable at a certain 
where stocks are redeemable at or before a certain date the final date ot repayment is taken when the stock stands at @ 
The return on ordinary stocks and shares is calculated on the dividends paid by the company during the last year, 
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January 30, 1932.] 


Prices 
Year 


Name of Security. 


Coal, Iron and Steel. 
Amal. Anthracite £1... 
| Do. 7% Cum. Pref. £1 
| Armstrong Whit. A 1/- 
| Babcock, Wilcox £1 ... || 
| Baldwins 4/- ............ 
| Bengal Iron £1 






Beyer Peacock £1 on 
Brown (John) Ord. 6/- 


Cammell Laird £1 ...... 


Consett Iron £1 ......... 


| Cory, William, £1 ...... i 
| Dorman, Long £1 ...... 


Do, 8% Non. ym. Pf.0.£1 | | 


| Ebbw Vale Ord. £1 ... i 


Do. 7% Cum. Pref. £1 | i 


aes | 10/14, Guest Keen, &ec. £1 ... 


Prices 

Year 1931. 

Low- | High-| Low- 
est. est. est. 
| ayo | eal 21- \ 

| 11/6 | 14/7§} 7/- 
Sd | 10gd| 2d 

| 47/9 | 56/3 |37/10 
19 | 4/3| 1/4 

, 4/44) 7/14) 2/- 
10/3 | 17/- | 8/9 
| 9) 4/6} We 
llid, 3/44} 9d 
5/6 | 9/103 2/6 
54/6 63/14! 44/6 
3/44 7/3 | 2/3 
J- | 9-| 2/6 

6d 2/6} 2d 
4d | 2/1M 3d 

23/9 

5/- | 8/3 | 3/1h! 
4/10}, 5/44) 1/10} 
17/3, 23/1}} 12/6 
29/- || 33/- | 20/73 
2/6 | 8/ld} 2/6 
8/13} 13/3 | 6/3 
Wh; 3/14) Td 
5/6 | 1O/1b| 3/6 
17/6 | 28/9 | 8/9 
4/14} 10/73] 3/3 
18/6 | 30/- | 16/9 
| 20/44) 22/9 | 10/9 
18/9 | 19/3 | 11/3 
1/14} 3/3} 6d 
5/6 | 8/9] 2/6 
28/14} 31/6 | 13/9 
139 | 156] 55} 

| 6/3 | 11/3] 6/- 
|15/10$| 23/9 | 14/14 
3/14} 5/- | 2/- | 
14/9 | 18/- | 5/6 
17/9 | 25/73! 11/3 
6/3 | 14/14| 3/6 
8/74 | 11/6 | 4/- 
5/02} 9/103) 2/6 
71/6 | 13/6 | 4/6 
52/9 | 55/6 | 34/- 
35/- | 45/73! 24/74 





Hadfields el asneageossee | 
Har. & W!f. 6% Cm. Pf. | 
Horden Collieries £1. 

Lambert Bros.,£1  ... || 
Millom & Askham £1]... | 
Ocean Coal & Wilsons || 
Pease and Partners £1 || 
Powell Duffryn £1 | 
S. Durham Steel £1 ... 
Die Ged. GE. ccccccece 
Staveley Coal, &c. £1... | 


| Stewarts & Lloyds £1... 


j 
Swan, Hunter £1 ...... 
Thomas (Richard) £1 | 
64% Cm.Tax free Pf. £1 | 
Thornycroft, John, £1 | 
U. States Steel $100 ... |} 
jb a ij 
Weardalesteel&c.Df.£1 | 


Textiles. 
B. Ctn. & Wool Ds. 5s. 
Bleachers £1 .........6+ 
Bradford Dyers (£1) . 


| Brit. Celanese Ord. (o/- >I 


Do. 7% Ist Cm. Pf. £1 
Do. 4% 2nd Cm. Pf. £1 

Calico Printers £1 ...... | a 
Coats, J. and P. (£1)... | 
Courtaulds £1 








29/73 | 40/74) 19/3 | English Swg. Ctn. £1... || 
16/74 | 16/6 | 13/1} English Velvet, &c., £1 || 
17/3 | 25/- | 10/—- | Fine Cotton Spinners £1 |) 

| 23/9 | 28/9 | 16/6 | Linen Thread (£1)...... 
11/3 | 18/3 | 7/6 | Listers (£1) .............+. \ 

| 16/3 | 31/103; 17/3. Patons & Baldwins £1 ti 
6/3 | 8/6 5/- Snia Viscosa Lire 40... || 
| 39/10} | 50/103) 41/14 Whitworth&Mitchell £1 | 

Electrical Manufactg. | 
19/9 | 25/10}! 15/- | Associated Elec. (£1) ... || 
| 64/- | 67/6 | 47/6 British Insulated (£1) | 
62/—- | 63/9 | 46/3 | Callenders eats 
19/— } 23/6 , 17/6 Crompton Parkinson 5/- 
9/9 | 11/3 | 2/9 English Electric £1 
| 41/6 | 52/- | 34/9 | General Electric (£1) ... || 
58; 6% 44, Henleys (W.T.) (£1)... | 
9} 33/- 37/3 | 23/9 | Johnson Phillips £1 || 
143| 20/- | 25/- | 18/9 | Siemens £1 ............... 
| Electric Light, &c, | 
$202 | $29 $93 Brazil ‘I'rac., no par ... | 
54/- | 62/6 | 54/6 | Bournemouth & Poole 
42/9 | 45/9 | 27/6 | Calcutta Electric £1 ... |} 
25/- | 30/6 | 28/9 Charing Cross Elec. £1 || 
| 31/9 | 38/3 34/0 City of London £1... |] 
| 33/9 | 35/6 | 28/9 Clyde Valley Elec. £1... || 
42/9 | 49/9 | 40/— | County of London £1... || 
$224 | $314| $10  Mydro-Elec. Com. Stk. |) 
2/103| 26/- | 20/6 ; Lancashire Electric £1 || 
35/9 | 42/6 | 36/9 | Metro. Electric £1...... || 3 
25/74 | 29/- | 25/- | Midland Counties £1... || 
| 21/7) 25/9 | 20/6 . Neweastle-on-Tyne £1... || 
44/- | 49/3 | 41/- | North Metropolitan £1 
27/- | 30/6 | 25/44 Scottish Power £1...... HH} 
30/9 | 34/6 | 28/6 Yorkshire ental Bt. | 
17/- | 20/9 | 17/6 Gas Light « Coke £1... || 
329 375 | 290 | Imp. Continental Stk... |} 
15/6 | 18/44! 15/- | Newe.-on-Tyne £1 V 
97 108 | 94 S. Metropolitan Stk.... | 
| Tel phs, &c. I 
18} | 288 9} Cables ) A Ord. Stk, | 
8? | 17} 5 and B Ord. Stk. | 
642 78 40$ Wireless } 54% Cm. Pref. 
28 30 19} Great Northern £10. 
$223 | $394 | $12 International Telephone | 
32/- | 40/9 | 27/6 , Marconi Marine £1 ... || 
Motors and Cycles. | 
| 22/9 | 41/3 | 23/7b | Austin 5/— soseeeveavsone i 
7/6 | 9/9 5/74 Birm. Sml. Arms £1... || 
33/- | 36/- | 16/3 | Dennis 1/- ...... x 
56/9 | 80/- | 25/- | Ford Motors £1 ......... 
8/- | 9/-| 2/- | Guy Motors(10/-)... || 
58/9 | 71/3 | 48/9 | Lucas (J.) £1 «see H 
47/6 | 57/- | 30/— | Leyland £1 ...........0008 i 
19/75 | 23/14] 17/9 | Morris7}%Cum.Pref.£1 || 
8/6 | 9/3 | Sf- | Napier 5/— .......ee0s00e 
38/5t| 40/9 | 25/9 Rolls-Royce £1 ......... i 
IS/— | 18/13] S/— |, Singer £) ...0....cccceee \ 
Shipping. {| 
| 15/7%| 16/- 5/6 |; Cunard £1. ........ccccces } 
9 | 30/6 | 30/6 | 19/9 | Furness Withy £1 ...... | 
36/6 | 37/- | 19/6 | P. & O. Defd. £1 ...... 
9 ll Nil | Royal Mail Ord. Stk.... || 
10 153 4 | Do. 54% Prf. Stk....... | 
6/- | 6/6 | 2/- White Star 64% Pref. | 
Tea and Rubber. j 
7/9 | 10/- 5/- . Allied Sumatraf£l .., | 
19/— | 23/3 | 10/9 | Anglo-Dutch £1......... || 
~ | 24/6 | 27/6 | 12/- | Assam Co. £1.. | 
12/6 15/3 | 4/3 Bah Ling €1 nen 
16} 13 | Cons. Tea & Lands £10 || 
10/— | 11/10} 4/44 Grand Cl. (Ceylon) £1 || 
38/- | 43/6 | 22/6 | Jhanzie TEE encesnges | 
55/6 | 59/- | 26/3 | Jorehaut Tea £1......... | 
48/9 | 49/6 | 19/3 | Jokai (Assam) £1 ...... } 
12/3 | 13/9 | 5/74 Linegt Plantations fi | 
2/44} 2/9 | 1/5$| London Asiatic 2/- ... |! 

12/6 18/3 | 6/3 | Malacca Rubber £1 ... 

| 19/6 | 23/3 | 11/3 | Rubber Trust £1......... | 15) 
2/08 2/84) 1/44! United Serdang 2/- ... 





| 42/- 
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Price | Price | 
| Jap. 


27, 


1932. | 1932. | 


| 3/9} 
3 | 11/3 


6d 


| 43/9 


3/3 | 


3/14, 


12/6 


1/6 | 


1/9 


| 6/- | 
52/6 


4/3 
5/6 


1/6 | 


1/- 
16/9 


5/6 | 


2/6 | 


18/14 
| 25/- | 


5/- | 


9/43! 
1/9 | 
6/3 | 

20/- | 


7/6 


26/3 | 
17/14, 


13/9 | 


1/9 | 


20/74 


53/9 
48/9 


| 18/9 | 


7/6 


45 
23/9 


21/3 


| $16} 
| 57/6 
| 33/- 


27/6 
33/9 
31/3 


| 44/3 
$12} 


24/3 


| 38/9 | 


28/9 | 


8/9 | 
| 1/103) 


10/- | 


16/6 
1/74 


| 











¢ Free of Income Tax. 


Rise | sn Prices 
a” | Present 1930 Year 1931. 
Yield. . 
Fall. | 
High- | Low- Low- 
P _£ 8. est. est. a est. 
1 
| Nil 20/7 9/9 5/14 
| Nil 53/54, 25/- 20/- 
Sa 95/- 53/14 se/10b 26/103 | 
~1/3| 6 8 28/9 | 5/6 
-_t sa 40/74 16/3 9/6 
| Nil a te llid 
os | 3 95/1} 65/114 | 30/9 
—6d/ Nil 14/- 6/3 4/74 
saa Nil 6/6 2/6 1/14 
—3d Nil 54/08 24/44 12/6 
6 13 15/04 6/14 5/64 
a Nil 14/1 6/3 3/6 
+34 | Nil 35 23% 9% 
— 99/44 69/44 26/3 
- 1) ae 78/9 18/9 10/- 
+3d ua 62/93 27/6 15/6 
eee Ni ! 
-6d Nil 21/3 16/4} 16/74 
—Td 510 62/6 | 28/9 15/- 
ot’ Ge 33/9 | 17/3 1/3 
ei an 4/6 3; 2/3 
811 0} 24/14 18/6 iis 
cit. ae 41/6 36/- 21/3 
~—3d Nil 35/74 19/6 9/9 
oo | 4 0 O} B76 | 22/- 18/6 
eo. | Nil |) 67/9 52/6 52/6 
*s 411 6+! 89/44 41/103 23/14 
—44d 4 6 9) lé/- 7/3 1/- 
- | 815 O| 40/9 36/3 | 29/44 
a 48/9 | 29/6 ; 18/9 
+ 64 Nil 27/3 | 22/- |! | 20/3 
-- | Nil — | 1119/3 94/44 105/-| 65/74 
-—3d,/ 1115 3} 37/6 21/3 /6 
+6d' 6 2 0} 13) 434 | 23 
oo | 6 O O} 57/6 | 27/6 25/- 
| 31/7k 16/6 12/- 
san Nil 11/2. 4/9 1/6 
—7}d Nil 46/6 28/6 14/1} 
aie 4 6 ae ‘a 17/14 
+44d Nil 
—3d Nil 21/6 15/9 17/- 
+3d| Nil 96/6 | 66/3 40/6 
a 12/7} 6/14 2/3 
- | Ti 19/- , 9/104) 7/44 | 
+74d| 3 9 Of, 138/- 67/6 25/6 
a | Boe 21/1} 12/14 6/3 
oat 14/6 51/3 42/6 
—%d =o Nil 17/104 11/7} 11/3 
- | 5 1 Of} 30/- | 16/74 11/3 
—7jd) Nil 29/- | 17/- 8/7 
- | 116 9/104 4/6 | 2/6 
+6d Nil 101/63 89/44 72/6 
+Tid 9 0 $52 $2 $ ik 
$45 | $13} $9} 
= 5 16 27/1 17/93 18/10} 
+1/3; 511 338 | 218 | £54 
sae 6 3 24/9 | 21/9 20/- 
8 0 25/3 | 21/6 19/3 
Nil 58/— | 46/- 34/74 
415 44/- | 35/3 30/6 
6 1 102/6 ; 91/6 81/3 
8 8 || 42/6 | 33/6 24/14 
ee 130/- | 85/7% 68/14 
5/10$ 4/1} 3/6 
+$} | si 8/6 3/- 1/6 
ce it ee Ss 9/3 | 3/- 2/- 
+6d | 813 0 | 52/4} 34/10} 20/3 
oe 519 0 : 
513 6 | 108 97 60 
1 5g 5 | 102, 93% 50 
‘6d | 419 O |81/10$ 75/- 73/13 
+83 os 30/74 24/14 10/7} 
| 5 6 6 39/9. 27/6 17/6 
i} 5 3 3} 38/3 | 22/3 15/- 
| 5 3 0|| 38/3 32/43 17/9 
5 3 3) 31/6 19/9 16/14 
414 0 || 27/9 25/- 21/6 
6 20] 26/74 16/ a 22/3 
5 40] 1% 4} 
| 44/- 32 31/3 
—6d} 519 0 /105/- 90/- 48/9 
mz 6 2 Oj] 34/3 | 26/- 18/9 
| +3d| 616 6 || 86/3 37/- 21/9 
—1h} 6 3 9 76/3 31/103 20/74 
: | 32/6 | 30/- 28/- 
+4 Nil =} 123/- | 14/14 5/1 
oes Nil } 21/93 14/9 6/3 
o. | 11 6 9 || 83/9| 71/3 70/- 
+1 910 0 |16/10$ 6/1} 2/6 
| —$$ | 49/6 28/- 19/6 
| — 2/6 | 10 0 0) 28/14, 3/44 1/10} 
1} 18/9 | 5/3 3/9 
4/3 | 19 1 Oj] ... ne 19/6 
ma Nil 
PF al 910 0 |} 30/6) 10/14 7/6 
+3/1#) 518 6 || 37/6 | 25/3 24/6 
-~ 1 ae 23/9 | 11/3 | 7/6 
+ | 616 3 || 16/3) 8/0%/10/114) 5/23 
-- | 6 3 3 || 23/9 | 5/103 2/104 
+6d 7 1 2/} 18 | ll 5 
-1/3; 20 0 Oj} 48/- | 19/43 11/3 
| 613 3/18/10} 7/- 4/74 
| Nil || 75/- | 62/- || 14/03 
12%) 42 | § 24 
oc te 715/- | 61/3 || 95/33, 71/104 
—6d/} 710 11/3; 6/- | 6/14 
ea 5 13 46/3 | 24/3 19/44 | 
| Nil 13/- | 5/6 7/14 
| Nil 6/3} 1/6 9d 
| Nil 28/9 | 7/6 | 8/- 
28/9 | 14/9 14/3 
—3d Nil 16/3 | 11/9 9/14 
-}/- Nil 36/3 | 15/- |, 19/1s, 11/3 
+1/3! Nil 10/6; 6/6! 3/104 | 
sea tee 35/6 | 1l/- 6/3 
—+#/} 3.3 0] 2l 52 3 
rahe 414 | 27 | 12 
1—1/3} 712 6 || 34/3 | 12/9 5/9 
|} —2/6| 613 3 || 27/- | 13/5} 13/10} 6/104! S 
1/3; 215 9]| 13/-| 6/9 | 4/9 
| “wit |} 68/9 | 55/3 || 79/4 56/103 
—34 | Nil 44/6 24/44) 36/63, 15/- 
—1/3|_ Nil | 22/6 | 12/6 | 9/9 
at oa 75/- | 40/- | | 41/3 
-lidsONil 40/— | 15/14 11/3 


Name of Security. 


Anglo- Ecuadorian £1... 


Anglo-Egyptian B £1... 


Anglo- Persian £1 

Apex (Trinidad) 5/ 
Attock £1 
Brit.Cont.Oils(V.T.Cte) 
Burmah Oil £1 ......... 





Canadian Eagle, no par 


Kern River Oil 10/- 
Lobitos Oilfields £1 


Mexican Eagle (£1/0/6) | 


Phcemiet O88 £1. .ccccccccce 


Royal Dutch (£84) ...... 


reese 
Trinidad Leaseholds £1 
Va ED ccceesrens 
Miscellaneous. 

Aerated Bread £1 ...... 
Raga COOGEE ccccceceeese 
Allied Newspapers £1... 
Amal. Dental Def. 5/- 
Amal. Press (10/-)...... 
Army & Navy 10/- .. 


Assocd. Newsprs. Df. s/- 


Assoc. P. Cement £1. 
Sarker (John) £1 ...... 
Barry & Staines Lino... 
Borax Deferred £1...... 
Bovril Deferred £1 ...... 
British Aluminium £1... 
British Match £1 ...... 
Brit.-Am, Tobacco £1... 
Carlton Hotel £1 ...... 
Carreras ** A” Ord. £1 
Chinese Eng’g £1 ...... 
Crittall Manuftg. £1 ... 
Debenhams Sec. (5/-) ... 
TOUTES cevesccecsccese 
Electric and Musical 
Industries Ord. £1 . 
Ever Ready Co. 5/- .. 
Finlay (James) & ‘Co. £1 
Frederick Hotels 7/6 .. 


Gaumont-Brit.(10/-)... } 


Harrisons & Cros. Def. 


Harrods (B.A.) 15/- Ord 


TRIER GD enncctscceevese 


Home&ColonialStores4/- 
Imperial Airways £1... | 


Imperial f Ord. £1 ... 
Chemical \ Def. (10/-) 
Imperial Tobacco £1 ... 
International Holdings 
Inter. Nickel of Can. ... 
International Tea 5/-... 


Kreuger & Toll (kr. 100) | 


Lever 
Bros. 

Do.20% Cm.Prf.0d.(£1) 
London Brick £1 


7% Oum. £1 ... 


Lyons (J.) £1 .....ecceeee | 
Manbre and Garton £1 | 


Marks and Spencer 10/- 


Maypole Dairy 2/-...... | 


Millars Timber £1 ...... 
Platt Brothers £1 ...... 
Pinchin Johnson 10/- 


dicate of 
Germany. 


? / : * 
cee 1 200 ane. 
64% Bas. 
Reckitt & Sons Ord. £1 | 


ST incnaneninnines 
Salt Union £1 _......... 
Savoy Hotel £1 ......... 
Schweppes Def. £1...... 
Sears (J.) Ord. 5/-...... 
Slaters and Bodega £1 
Spillers Ord. £1 ......... 


Swed. Match, B. (kr. 100) 


Tate and Lyle £1 ...... 
Tilling, Thos., £1 ...... 
Tube Investments £1... 
Turner & Newall £1 ... 
0 EEE 
United Dairies £1 ...... 
United Molasses £1 

Do. 6% 


Wallpaper Mfrs. Def. £1 


}|) Waring & Gillow Or. 10/- 
Do. 6% Cum. Pref. £1 | 


Wiggins, ‘Teape Ord. £1 


| Mines. 
Anglo-Am. of 8.A. 10/- 

| Ashanti Goldfields (4/-) | 
Broken Hill Prop. 8/-... 


Burma Corp. (Rs. 10)... 


| Bwana M’ Kubwa, 5/-fp 


Central Mining £8 ...... 
Cons. Gids. of 8. Af. £1 


Cons. Mines Selection 10/. 


Crown Mines 10/- ...... 
De Beers Def. £24..... 
Geduld £1 


Idris Hyd. Tin 5/-...... 4 


Johan. Cons. £1..,...... 


Lake View and Star 4/- | 


Loangwa 5/- ........s008 
London Tin 10/- 
Malayan Tin 5/- 
Modder B 5/-..... 
Mount Lyell £1 .... 
Pahang ( ‘onsolid. 5/ 








Rhodsn Anglo-Am. 10/- 


Rhokana Corp. £1 ...... 
BIS FENG ES. ccccceseccee 
Roan Antelope Cpr. 5/- 


. Francisco of Mex 10/- 
Siamese pe ee | 


Springs Mines £1 


| Tanganyika £1 ......+4 


Tronoh Mines 5/- ...... 


Union Corp. (12/6 fypd) |! 
Zine Corporation 10/- 


8% Om. A” Pf.£1 


Oum. Pref. £1 | 
Utd. Tob. (South) £1... | 
Vocalion Gram. (10) ... 








Price Price | | 
Jan. Jan. Rise | 
7 | 2, a 
1952. | 1932. | Fall. | 
| 
6f—-| Gi] .. 
21/3 | 23/9 | +2/6 
36/3 37/6 | +1/3 
10/3 10/6 | +3d 
13/14 12/6 | —T3d 
1/44 /4b | 
37/1 37/6 | +40 
5/Tk 5/10R | +3d 
2/3 2/lk —1kd 
19/3 22/- | +2/9 
6/6 6/9 | +3d 
4/-. 4/1t +14) 
144 143 | + 3 
38/3 , 38/9 | +6d | 
25/- 26/3 | +1/3} 
19/3 21/3 | +2/- 
| { 
13/9 18/9 
17/6 17/6) ... | 
8/9 10/- | + 1/3! 
3/- _2/Th — 4d 
1l/3 12/6 | +1/3'! 
25/- 23/9 | —1/3 
11/3 12/6 | + 1/3 
25/6 25/6! ... 
56/3 | 56/3} ... 
27/6x 30/-x +2/6 | 
8/lk 8/1 
32/6 | 32/6; .. 
23/9 23/14 — 74d 
22/6 22/6 
80/- 80/74 +74d 
11/3 11/3 | 
34 3k 
28/9 27/6 | “is | 
11/3 10/- | —1/3 
2/- Zl— | ee 
13/9 14/- | +34 | 
20/7 20/741 
203 Tis}... 
46/3 43/9 | —2/6 } 
3/1k 3/1 
9/6 9/6 | 
40/-  40/- | 
716 «(1/6 
7/6 47/6 | .. | 
13/- 13/3 | +3d | 
13/9 13/6 | —3d | 
15/3 15/6 | +3d 
4/9 4/9) ... 
80/- 81/3 | +1/3 
$14 31k +83 
$124 $112) +32) 
22/- | 22/9; +9d 
£34 £93 |+£1} 
21/3 | 21/9 | +6d 
20/6 20/9 | +3d 
41/3! 41/3} ... | 
34/3 35/9 | -6d 
96/3 96/3] ... 
26/6 28/- | +1/6 
93/9 93/9! ... | 
3/9 3/9 eee | 
5/- OE ie. | 
5/- 3/9. | —1/3 
23/9 25/- | +1/3} 
75 75 
70 70 |} 
15/- | 75/- | | 
13/9 | 13/9] ... 
26/3 | 25/- | -1/3 
a} SES? . 
20/- | 20/- 
1s/- _ 18/- } 
22/6 22/6 | 
35/- | 35/- | 
£53 £6 | + 
40/74 41/3 | +74di 
48/9 51/3 | +2/6 
22/6 | 23/6] ... | 
[7 27/1p, +1/6 
28/1} 28/9 | +7) 
35/6 | 36/6 | +1/-| 
8/9} 8/9] ... | 
9/3 9/ } 
73/9! 73/9} . 
4/3 4/3]. 
26/3 26/3 | 
us| Sat. 
a 
25/- | 25/-]| . 
116! 2/6) .. | 
39/6 | 39/- | —6d | 
a) We} 2. | 
8/9 | 8/9) .. | 
2/9} 2/9; ... | 
£6} £64 | — £! 
15/- | 15/-| ... 
Ga | GES | x« 
| 101/3 101/3 |... | 
| 7 aed 
86/3 82/6 | —3/9 
6/6; G/6| ... | 
2/- 21/6 | —6d | 
8/- 7/108 | —1; | 
1/9} 1/6 | —3d! 
11/3 ; 10/74; - 74d 
16/6 | 16/3 | —3d 
11/6 | 11/- | —6d | 
18/9 , 18/- | —9d | 
| ot | 
q- 6/6 | —6d 
34 3st} —? 
16 15 —1 | 
7/6 | 76 | 
8/- | 8/- | j 
7/6 = dao 
68/9 67/6 | —1/3} 
18/9 20/- | +1/3 
13/1} 13/14 
48/9 48/9; ... | 
24/3 2319' —6d 
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NEW ISSUE PRICES. 























Issue | Amt. Price, Price, 
Stock or Ghave. price. | paid. | Jan. 20, 1932.| Jan. 27, 1932. 

Central Electricity Board 5% “A” Stk. os ove 96-98 96-98 
SI, PE NGREIL, Til niscccpssnusssannbbsvennie 5/- j|fy.pd.| 12/6-13/- 12/9-13/3 
Ss, i RL § eee £1 fy.pd.| 15/6-16/3x 15/9-16/3x 
Fiectrical Finance Oo. 53% Debas.......... 99 10 par-} pm par—l pm 
Furness Withy New Ord. £1 ............0000- 21/- | 10/- 8/9-9/6 8/-9/- 
Galloway Water Power 5% Deb. 1947-9] 93 50 47-50 49-51 
Grootviei Prop. Mines va lA-lh lvw-l 
L.G.0.0. New 5% Inc. Deb. ae ve 93-95 94— 
Mauritius 5% 1951-1971.... 984 58h ioe 14-1} pm 
Metropolitan Electric Supply New Ord. £1] oe 36/6-38/- 36/6-38/- 
Midland Counties Electric Supply New 

IE IE chonandaneneanbpesenencoeesonubiebionense 24/- | fy.pd. 25/—26/- 25/-26/- 
Odhams Preas New 7% “* B” Deb. ........ 98 | fy.pd. 96-98 96-98 
Savory and Moore 74% Deb..............006+ 99} | fy.pd. 99-101 101-102 
Tilling (Thos.) New Ord. £1 ..............005 30/- | 30/- 23-24% had 
Westminster Electric New Ord. ............ £1 o 24/6-25/6 24/3-25/- 








INVESTMENT NOTES. 





End of Stock Exchange Restrictions —On Tuesday 
afternoon last the Stock Exchange Committee issued an 
official announcement that the regulation prohibiting the 
transaction of fresh continuation business had been 
repealed. This decision was widely welcomed as an 
indication that the Treasury (at whose instance the 
‘* House ’’’ regarded the regulations as having been 
imposed and gradually relaxed) was no longer in fear of 
either panic selling or unhealthy speculation in British 
securities, at home or abroad. Curiosity was expressed, 
at the same time, as to whether the restoration of normal 
Stock Exchange facilities might be viewed as a logical 
prelude to the alleviation of restrictions on foreign ex- 
change business. The original ‘* ban on speculation *’ by 
the Stock Exchange Committee was imposed, with every 
appearance of haste, on the third day after the re-opening 
of the ‘‘ House,’’ following its two-day suspension of 
business when Britain left the gold standard. At that 
time, the coincidence of a sharp decline in gilt-edged and 
a jump in equity prices suggested the beginning of an un- 
healthy ‘‘ flight ’’ from fixed-interest securities, based on 
the dread of currency inflation. The course of subsequent 
events is epitomised by the following table :— 


Level on , Level on 
No. of each Level of No. of each Level of 
barzains | Tuesday of| Gilt-ediged bargains | Tuesday of} Gilt-edged 
Week marked Actuaries (Brit. Week marked Actuaries (Brit. 
ended |(Sats.excl)} Index Govt.) ended |(Sats.excl.)}| Index Govt.) 
(“Financial “All Actuaries (Financial * All Actuaries 
News "’). Indus- Index. News"). Indus- Index. 
| trials.” trials." 
Ang. 27|) Average | Average Aug. 25 §Nov. 26 117 117:9 89-8 
to = = =: 
Sept. 17 100 100-0 100 Dec. 3 124 111-2 
Sept. 24 162 102-6°® a 
Sept. 26] All dealings for cash. No day- [Dec. 10 115 109-3 
to-day carry-over. No fresh 
option business. Existing con- [Dec. 17 106 106-8 
tangoes not to be increased or 
transferred. Dec. 21] Ban on option business re- 
Oct. 1 155 109-1 91-9 pealed. 
Oct. 8 125 105-9 ooh Dec. 24 77 104-0 
Oct. 15 136 112-2 
Oct. 22 157 117-1 ove Dec. 31 74 103-2 90-9 
Oct. 29 167 121-6 96-4 
Nov. 5 152 123-2 pale Jan. 7 lll 102-8 
Nov. 12 162 125-8 jon 
Nov. 16) Dealings for account again per- an. 14 126 105-3 
mitted, but ban on option 
business and carry-over con- Jan. 21 123 106-5 ose 
tinued. an. 26 | Ban on contangoes repealed. 
Nov. 19 139 | 122-4 | = Jan. 7 109 | 106-5 | ie 
® Wednesday. 


The dangerous movement which caused the imposition of 
the ‘‘ ban ’’ was quickly checked in October, but it is 
doubtful to what extent the regulations contributed to 
this desirable tendency, seeing that, during the month 
of October, the recovery in gilt-edged prices was accom- 
panied by a rise both in the volume of total business and 
the level of equity share prices. The latter movement was 
near its maximum when dealings for the account (without 
carry-over facilities) were reinstated in the middle of 
November. Far from stimulating business, the latter 
decision was followed by a period of declining activity and 
prices in all markets, which the removal of the ban on 
option business, just before Christmas, failed immediately 
to check. By that time, presumably, all concerned realised 


that Stock Exchange dealings stood in need of a stimulus 
rather than of limitation, and the final removal of restric. 
tions came, appropriately, during a phase of slow but 
healthy expansion of dealings which began about the tum 
of the year. The available evidence, in short, is inconelu. 
sive as regards the part played by the regulations during 
the abnormal period at the end of September, but suggests 
that, during subsequent weeks, they have tended rather 
to handicap normal business during a sluggish phase than 
sensibly to modify underlying tendencies. 


U.S. Steel and the American Markets.—The dividend 
of 50 cents per share declared this week by the U.S. Stee! 
Corporation on its common stock for the first quarter of 
1932 (compared with $1 per share for the final quarter of 
1931) was not unexpected, but came, none the less, asa 
shock to the New York stock markets. Dividends on the 
common stock in 1931 totalled $54 per share, as against 

7 in 1930. Last July the annual rate of dividend was 
reduced from 7 per cent. to 4 per cent., and whether it 
will be maintained at even 2 per cent. depends on the 
trade situation in the next few months. The unpleasant 
truth is that the Corporation, operating below 30 per cent. 
of capacity, is earning nothing at all. The preliminary 
report for 1931 shows that net profits amounted to only 
$12.9 millions (including $19.3 millions special income), 
which was equivalent to $3.60 on the 7 per cent. preferred 
shares. In 1930 the net earnings were $104.4 millions. 
Excluding the special income of $19.3 millions, the net 
loss for 1931 was $6.3 millions. The final deficit after 
payment of dividends was $49.2 millions, against a surplus 
of $18.8 millions. On the publication of the report, the 
market took a downward tendency, but average prices, 
according to the Dow Jones indices, remained well above 
the low level reached on January 5th :— 


Dow Jones INDEX FIGURE. 


Date, 1931. 20 Rails. 30 Industrials, 

I cscs sees ostecesesesvecesen 31-36* 71-24 

Sl aes 41-28t 85-35t 

_ a emenoNe 40-92 83-42 

» EEE eer 39°12 78°81 

- Mi vibteeuckadcestbsanbeeene 38-60 77:98 

“ Se acrelae a e a 39°15 78-66 

o Oe i ced ke celia 39°22 79-76 

a ir. sc2it de ccckueeseveusseebs 39°31 17:82 


* Lowest ever recorded. 
+ Lowest since October, 1921. 
} Highest for 1932. 


It is expected in some quarters that before long the New 
York market will move upward, especially if the outcome 
of the railroad wage discussions is favourable. The Recon- 
struction Finance Corporation, which has now been 
authorised by both Houses of Congress, will come into 
operation next month. That a recovery in quotations will 
be maintained, however, is uncertain, failing a decided 
improvement in trade in the next few months. Not only 
U.S. Steel, but Pennsylvania Railroad and other leading 
companies are maintaining dividend rates which are not 
covered by earnings. Unless the latter improve, there is 4 
danger that dividends may be passed by entirely by many 
important companies. It is this shadow over the stock 
markets which may restrain bullish enthusiasm. 


South American Bond Negotiations.—Although pro- 
visional settlements have been effected regarding the 
future of the Mexican and State of Bahia external debt 
services—in the one case by the International Committee 
of Foreign Bankers and in the other by the Ethelburga 
Syndicate—the respective schemes have failed so far to 
give entire satisfaction to bondholders. Criticism of the 
activities of the International Committee has been voiced 
during the past week on the ground (a) that it is con- 
cerned far more with American commercial interests in 
Mexico than with the protection of the interests of inter- 
national bondholders, and (b) that in its negotiations with 
the Mexican Government it has been unduly lenient. A 
suggestion for the formation of a British committee has 
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cbtained some support. In the meantime, a deputation 
from the foreign market of the London Stock Exchange 
was understood to have waited on the Ethelburga Syndi- 
cate with a view to urging a modification of the plan dis- 
cussed in the Economist of January 16th, page 134. 
Bondholders maintain that it is inexpedient to conclude a 
final settlement with the State at a time when her 
economic prosperity is considerably below normal, and 
that the scheme by which she will be allowed to meet the 
service on her loans not in sterling, as under the terms of 
her contract, but in Brazilian currency, is a dangerous 
precedent. The validity of the former argument, at a time 
when elsewhere debtors are pressing for an immediate 
settlement of their obligations as the only alternative to 
bankruptey, is not unchallengeable, though a _ case 
may be made for limiting any agreement to a stated 
number of years. The latter claim is urged on 
stronger ground, since bondholders have every reason 
to refuse de jure recognition to a de facto situation, 
under which the less prosperous borrowers of many 
States are temporarily meeting their debt service by 
paying local currency into local banks. In the cireum- 
stances, Uruguay appears to have chosen the lesser of 
wo evils. Under a Bill which has just been passed by 
the Uruguayan Senate, the Government is authorised to 
suspend the sinking fund service on foreign loans. In 
September, 1931, the Banco de le Republica was _ per- 
mitted to export five million pesos of its gold stocks, of 
which three millions were applied to public debt services. 
In the last two years, however, the bank’s gold reserves 
have dropped from sixty-six to fifty millions, and it is 
considered that any further reduction would seriously 
imperil the stability of the note currency. The annual 
amortisation payments on the external debt are now 
Pesos 3,875,256 (excluding the Uruguayan 5 per cent. 
gold loan of 1896) and the total interest service Pesos 
6,404,905, so that even if the amortisation funds are 
released for interest payment it will still be necessary 
for the State to find the difference, amounting to Pesos | 
2,529,649. 


Chinese Customs Loans.—The Chinese Mesitime | 
Customs figures for 1981 have, generally, evoked favour- 
able comment. Following the practice begun in 1930, the 
Inspector-General for Chinese Customs has issued the 
figures in Haikwan taels without giving the sterling 
equivalent. For purposes of comparison we have con- 
verted these figures into the sterling equivalents at the 
average rate of exchange for the year. We give the record 
of the Maritime Customs revenues since 1928 :— 
Average Rate Sterling equivalent. 
of Exchange. £ | 


12,028,000 
20,248,600 


Haikwan taels. 
85,968,000 

; 152,760,000 0 

1930... 180,570,000 1/10} 16,834,395 

1931 ... 248,314,000 1/63 19,011,541 


Actually in 1930 the Haikwan tael started at a high level 
and declined steadily, and in 1931 it started at a low level 
and improved sharply after Great Britain suspended the 
gold standard. In any case, the publication of figures in 
Haikwan taels is somewhat of a formality. In January, 
1930, a Government Decree enacted that the Haikwan tael 
was to be discontinued as the basis of duties on imports 
from abroad, and a new gold unit substituted equal to 
19.7265 pence sterling. The general effect of this measure 
was to restore the import duties to the same percentage 
of dutiable value as at the time when the new tariff of 
February, 1929, came into force and to stabilise these 
duties on a gold basis irrespective of any fluctuations in 
the exchange value of the tael. Of course, where duties 
are actually paid in taels at so many taels to the gold unit 
(the original rate fixed was 1} taels per gold unit, and 
the present rate is now 13) an exchange operation will be 
involved if the taels are subsequently converted into 
sterling; but a large part of the duties is paid (always on 
the basis of the gold unit) by means of demand drafts on 
London, and to this extent exchange operations are not 
involved. The actual sterling receipts for the 1930 
Maritime Customs were probably higher, and for 1931 
Probably lower, than the figures shown in our table. As 


Year. 
1928 ... 
1929.. 


2/11 ty 
2/7H 


— 
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regards the cover for the loans secured on the Chinese 
Maritime Customs, the first charge will be that of the 
44 per cent. Gold Loan, 1898, after the final drawing of 
the 5 per cent. Gold Loan of 1896 has taken place on 
April Ist. Ranking after the 44 per cent. Gold Loan of 
1898 come the Boxer Indemnity obligations, which are 
also secured on the Maritime Customs. The French share 
of the Boxer indemnities is used as security for the 5 per 
cent. Gold Dollar Bonds, 1925-47, the service of which 
will, therefore, rank as a second charge on the Maritime 
Customs revenue after the 44 per cent. Gold Loan of 1898. 
The Boxer Indemnity payment in 1931 was approximately 
£3,272,278. For the years 1932-40 the Boxer Indemnities 
rise to a total of £4,724,525 by reason of the saving of 
£1,745,579 in the service of the 4 per cent. Gold Loan, 
1895, and the 5 per cent. Gold Loan, 1896. This enhances 
the security of the 5 per cent. Gold Dollar Bonds, 1925-47. 
For the period 1941-45 the indemnities revert to the 
present figure of £3,272,278, after which they finally cease, 
except for the French portion, which runs until 1947. 
Present prices and yields are shown below :— 
Approx. Yields % 


Prices, 1931. Present Flat. Final Redn. 
High. Low. Price. — ——‘+~————_ 
Led £ e-€& 
43% Gold Loan 1898 903 70} 84} 5 8 9 614 0 
o/ 1 8 8 0* 10 4 O* 
5% Boxer 1925/47 ... 88} 74 86 519 6t 614 Ot 
5% Reorganisation 1913 71 55 603 865 817 6 


* Rate of exchange taken at $3-47 to £1. 

+ Rate of exchange taken at $4-86 to £1. 
The interest on the 5 per cent. Boxer Loan, 1925-47, may 
be paid in New York in United States gold dollars, which 
accounts for the relatively high level at which the loan 
is quoted in sterling. 


Imperial Tobacco.—Depression serves only to empha- 
sise the inherent strength of this great enterprise. Net 
profits for the year to October 31, 1931, at £9,876,064, 
are nominally 3 per cent. below the level of the previous 
year, but as the figures are shown after taxation, gross 
earnings appear to have been much the same in both 
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periods. The accounts, as usual, are laconic, but it is | Kreuger and Toll Earnings.—In a preliminary statemey} 


probably still true to say that the larger part of the com- 
pany’s profits accrue from its own trading operations in 
the United Kingdom rather than from shareholdings in 
other concerns. It is known that its holding in the British 
American Tobacco Company consists of 6,526,074 of the 
latter's ordinary £1 shares. The reduction in the B.A.T. 
dividend rate from 25 to 20 per cent. (both tax free) was 
made only with the final dividend for 1931, declared last 
month, so that the amount received by the Imperial from 
this source in the twelve months ended October last was 
the same as in earlier years, viz., £1,631,518. If the com- 
pany’s income from its holding of Government and other 
‘** outside ’’ securities, the book value of which rose over 
the past year from £10,000,672 to £11,246,985, were 
taken at 5 per cent. of the mean of these two figures, it 
would amount, after tax, to about £400,000. These two 
sources, therefore, account for about £2,000,000 net, or 
rather more than one-fifth of the Imperial Company’s 
earnings last year. As regards the company’s own 
trading, the total unmanufactured tobacco imports into 
this country for home consumption declined from 204 mil- 
lion lbs. in 1930 to 192 million lbs. in 19381, but the 
average untaxed price of all unmanutactured imports 
dropped from ls. 3d. to 1s. ld. per lb. A slightly 
wider profit margin would appear to have largely com- 
pensated the company for any decline in its turnover. 
What variations have taken place in the company’s large 
stocks of leaf it is impossible to say, the necessary infor- 
mation being hidden in a composite stock-in-trade item 
which has declined over the last twelve months from 
£28,945,520 to £28,123,907. The appropriation of profits 
for the last three years is shown: — 


(Years to October 3lst.) 


1929. 1930. 1931. 
£ £ £ 
Profit (after taxation and directors’ 

EEE Subpnnicivbibiie sokbseeSEp Heer eeeeN 9,967,098 10,177,046 9,876,064 
54% Pref. dividend .............000++ 272,759 272,759 272,759 
6% Pref. dividend —.............+.... 315,628 315,628 315,628 
30%, Peek. divideud .............0000. 263,822 263,822 263,822 

Amount earned ......... 9,114,889 9,324,837 9,023,855 
Ordi _} Amount paid ............ 8,619,594 8,810,767 8,435,841 
IN@FY) Rate earnedt .........++- 24-3° 24-8% 24:0% 
oe 23% 234% 224% 
To general reserve —.....-...+eeeeee 487,925 500,000 500,000 
Inc. or dec. in carry-forward......... + 17,370 + 14,070 + 88,015 


+ Free of tax. 


The liquidity of the balance sheet has increased beyond 
even the high standard of a year ago, funds realised from 
stocks and debtors having been used to enhance outside 
investments and cash, which together stand at £16,304,515 
against £14,868,310. The £1 ordinary shares, at 81s. 3d., 
(including 154 per cent. tax free final dividend and bonus), 
yield £5 15s. 6d. tax free. The company has been 
assisted in meeting difficult external conditions by its in- 
ternal strength and strong tactical market position, and 
by the ‘‘ inelasticity ’’ of the demand for its products in 
the fall of reduced national income and high taxation. 
Over the last two decades a decline in pipe tobacco con- 
sumption has been more than offset by the increased popu- 
larity of the cigarette—a higher-priced product—to which 
the profound social change attested by the growth of smok- 
ing among women has substantially contributed. Though 
the national iobacco consumption as a whole has not shown 
a decline comparable with that, e.g., of beer consumption, 
a significant increase, under contemporary conditions, can 
scarcely be forecast. Any future enhancement of the com- 
pany’s profits, therefore, would appear to depend upon the 
level of taxation and the price of leaf tobacco. As the 
latter is only a small part of the taxed price paid by the 
retail purchaser, who generally prefers to buy in small 
quantities, its recent downward tendency has benefited 
the company’s shareholders. 





issued this week, the directors of this Swedish world. 
finance concern announce that net earnings for the past 
year, before deducting interest on funded debt, amount 
to approximately Kr. 123,600,000, compared with 
Kr. 125,977,391. After deducting interest on the secured 
debentures there remains, roughly, Kr. 110,500,000, com. 
pared with Kr. 122,348,054 in 1930. This sum corre. 
sponds to approximately $10.95 for every participating 
debenture of Kr. 100 and Kr. 40.86 per share of Kr. 100, ag 
against $15.30 and Kr. 56.72, respectively, for 1930. Some 
9U per cent. of the company’s gross income for 1931 was of 
a recurring nature. In accordance with the usual custom 
the dividend recommendation is withheld, pending the 
publication of the full accounts. All the company’s mar. 
ketable securities and foreign Government and other bonds 
are carried in the balance sheet at prices equivalent to their 
market value on December 31st last, this involving a writ. 
ing down of values which has been provided for partly out 
of undivided profits and partly out of reserves, which now 
stand at Kr. 421,000,000. Holdings of foreign Govern. 
ment bonds are carried at, roughly, Kr. 263,000,000. 
The net assets of the company as on December 31, 1931, 
represent about $80.00 per participating debenture or 
share of Kr. 100, while the present value is somewhat 
greater as a result of subsequent security appreciation. 
The company has exercised its right under an option of 
acquiring important mining properties in the Northern part 
of Sweden, including the Boliden gold mine, which was 
discovered in 1924, and is considered to be one of the 
largest single gold deposits in the world. The company 
has arranged to take an 80 per cent. interest in the Boliden 
Mining Company against delivery of 4,041,667 Kreuger and 
Toll participating debentures of Kr. 20 each, with the 
right reserved for Kreuger and Toll to reacquire these 
debentures at any time before December 31, 1934, and to 
substitute therefor cash in the same amount at which the 
company to-day holds the option. The Kr. 100 shares of 
Kreuger and Toll are quoted at £10, against a high level 
in 1931 of £278. 





Cables and Wireless Prospects.—-Opinion is divided as to 
whether Cables and Wireless will pay its 54 per cent. 
preference dividends in respect of last year. The direc 
tors stated last August that the full dividend for the half- 
year ending June 30th had not been earned, and that they 
had decided to await the result of the financial year before 
committing themselves to any preference payment. The 
estimated traffic receipts of the operating subsidiary, 
Imperial and International Communications, Ltd., for the 
year have just been issued. The figures are :— 








1930. 1931.* Rise or Fall. 
£ £ £ 

I oe icensennae 519,485 412,908 — 106,577 
PORCGREY .....00.00000 460,052 390,461 — 69,591 
OS Ee re 492,316 447,668 - 44,648 
SL :iiihiiediestewenee 456,120 386,706 — 69,414 
MET ivsatoxsnetinbehsoe 466,279 371,704 — 94,575 
| EAE RSE 413,471 374,502 — 38,969 
SEE -Ghiseceseieupeeesen 437,220 377,774 — 59,446 
PIED cnicssusphecees 411,090 334,326 — 176,764 
September ........... 424,138 401,216 — 13,922 
IEE fb ncaconsckhas 446,097 454,279 + 8,182 
November ............ 402,886 427,062 + 24,176 
December ...........- 436,407 451,831 + 15,424 

WANED eo ascczaces 5,365,561 4,839,437 — 526,124 


*In making a comparison with 1930, the following amounts 
must be deducted from the 1931 monthly receipts, owing to changed 
conditions of sharing traffics: December, £21,000; November, 
£21,000; October, £24,000; September, £22,000; August, £18,500; 
July, £21,000; June, £21,500; May, £22,000; April, £21,500; 
March, £22,500. After making these adjustments, the year’s Te 
ceipts came out at £4,624,437, a decline of £741,124, or 13.8 per 
cent., as compared with 1930. 


The only comfort which can be derived from these figures 
is that the last few months showed an improved tendency. 
Allowing for a decline of 13.8 per cent. in traffic receipts 
and for a decline of, say, 20 per cent. in investment 
income, which in 1930 amounted to £611,941, it would 
appear that Cables and Wireless should earn approximately 
34 per cent. on its preference stock. What dividends it can 
pay will depend upon the dividends it receives from its 
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